L€ 


iii 


Ul 


C7 | 
PROT 


— AGG 


NATIONAL ENERGY BOARD 
REASONS FOR DECISION 


In the Matter of an Application under 
Parts III and IV of the National Energy Board Act 


by 


Trans Mountain Pipe Line Company Ltd. 


Hearing Order OH-1-87, as amended 


July 1988 


~ 


NATIONAL ENERGY BOARD 
REASONS FOR DECISION 


In the Matter of an Application under 
Parts III and IV of the National Energy Board Act 


by 


Trans Mountain Pipe Line Company Ltd. 


Hearing Order OH-1-87, as amended 


July 1988 


© Minister of Supply and Services Canada 1988 


Cat. No. NE22-1/1988-5E 
ISBN 0-662-16387-7 


This report is published separately 
in both official languages. 


Copies are available on request from: 


Regulatory Support Office 
National Energy Board 
473 Albert Street 

Ottawa, Canada 

K1A 0K5 

(613) 998-7204 


Printed in Canada 


Ce rapport est publié séparément 
dans les deux langues officielles. 


Exemplaires disponibles auprés du: 


Bureau du soutien de la réglementation 
Office national de l’énergie 

473, rue Albert 

Ottawa (Canada) 

K1A 0E5 

(618) 998-7204 


Imprimé au Canada 


i 
Recital and Appearances 


IN THE MATTER OF the National Energy Board Act and the Regulations made thereunder; 
and 


IN THE MATTER OF an application by Trans Mountain Pipe Line Company Ltd., dated 21 
September 1987, for an order exempting certain proposed additional pipeline facilities from 
the provisions of certain sections of the Act pursuant to Section 49 thereof; and for orders 
under Part IV of the Act with respect to the methodology of toll calculation for its pipeline 
system; filed with the Board under File No. 1755-T4-25; and 


IN THE MATTER OF National Energy Board Hearing Order OH-1-87, as amended. 
| HEARD in Vancouver, British Columbia on ], 2, 3, 4, 5, 8, 9, 10, 1], 12 February 1988, in 


Ottawa, Ontario on 29 February and | March 1988, and in Burnaby, British Columbia on 
ll, 12, 13, 14 April 1988. 


BEFORE: 
R. Priddle Presiding Member 
W.G. Stewart Member 
A.B. Gilmour Member 


APPEARANCES - Vancouver: 


G.K. Macintosh, Q.C. Trans Mountain Pipe Line Company Ltd. 
G.A. Irving 

M.W.P. Boyle 

D. Fairey North Burnaby Residents, Landowners and 


D.B. Macnamara 


J.A. Snider 
A.S. Hollingworth 


R.S. O’Brien, Q.C. 
D.A. Holgate 

V.J. Carson 

C.W. Sanderson 
A.W. Carpenter 
G.M. Salloum 
G.S. Thoms 


B.F. Thurgood 
R. Phillips 


J.B. Ballem, Q.C. 


Petitioners 
Canadian Petroleum Association 


Independent Petroleum Association 
of Canada 


The Airlines: Air Canada, Canadian 
Airlines International Ltd. 

Amoco Canada Petroleum Company Ltd. 
Chevron Canada Limited 

Gulf Canada Resources Limited 


Husky Oil Operations Ltd. 


Imperial Oil Limited 


D.J. Jenkins 

D.B. MacDermott 
G. Sheasby 

J.R. Smith, Q.C. 
P.R. Murray 

D.G. Hart, Q.C. 


E.S. Decter 
R. Riegert 


S.B. Campbell 
R.H. Kline 
A.R. Androsoff 


L.L. Manning 
S.F. McAllister 


M.J. Shelley 
R.J. Bauman 


L. Keough 
D. Bursey 


APPEARANCES - Burnaby: 


G.K. Macintosh, Q.C. 


M.W.P. Boyle 


D. Fairey 


R. Rainey 

J.B. Jones, M.L.A. 
C. Boothroyd 

K.R. Boyce 

L.A. Boland 

A. Callaghan 
A.W. Carpenter 
F.H. Fleming 


D. Goodman 


ii 


Interprovincial Pipe Line Limited 


Murphy Oil Company Ltd. 
PanCanadian Petroleum Limited 
Petro-Canada Inc. 


Shell Canada Limited 


TransCanada PipeLines Limited 
Unocal Canada Limited 
Westcoast Transmission Company Limited 


Alberta Petroleum Marketing Commission 


The Corporation of the District of Burnaby 
Greater Vancouver Regional District 


National Energy Board 


Trans Mountain Pipe Line Company Ltd. 
North Burnaby Residents Against 
Pipeline Expansion 

Burnaby Citizens’ Association 
Constituents of North Burnaby 
On her own behalf 

On his own behalf 

On his own behalf 

On her own behalf 

Chevron Canada Limited 

On his own behalf 


On his own behalf 


ili 


J.B. Ballem, Q.C. Imperial Oil Limited 
M. Ward 


I.M. Gordon On her own behalf 


M. Kosi On his own behalf 

J.R. Reimer On his own behalf 

C. Rudd On her own behalf 

E.S. Decter Shell Canada Limited 

D. Dattani The Corporation of the District 

G. Harvie of Burnaby 

R.J. Bauman Greater Vancouver Regional 
District 

L. Keough National Energy Board 


D. Bursey 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/6111/7080812 


Vv 


Table of Contents 
Recital anmaAappearances:)i3. (or. eee. eee Arce rec, co en ee te oy AMOR: oo le al ove i 
PAOITEVIAGIONS Stee tere crete sie ree heen ae ee ee reed Se Ee VA Rw oe. vii 
WIM Ye eet ss iy cas ently aan ir ocr eee ea: ee Ne . Ce ee Ae ix 
DheApplication: fy... ete eee tee ote eee ee ene: AER | er. 1 
Stape 2 Pacilities £7,700 a8 oe eT, ee, ee One a a Oa tR. «Md 2 
Supplyand Demandern itn ee Se te ee, | ee ee 4 
ORM OU DD! Vara raiorea aero Meee ertrea ts as a! Sdn? ods ca ialevas No, RS Cre Oke © caer eerie a 4 
Seo mr LV CTINATIC 1. Tee ONT ore oes fares 5's GI esos Oe, SDs OE 4 
Stage: RAcilities newer reys C1. e ee PPM T MS. SS oes aes ok ie Slaake caesar aeete tee In 7 
Ave LCSION aNd COS tue gern oe Bees es 2, Aci, ches sd ese eee uaer tet ho tei iene oie emia 7 
4:2 CDArtnGuUake > eSIPMOLOuGrace PAaNnKS .-.:) oS ate tye ae A eee hee 9 
A See ILE SOL CLY en eee eer cc 5s otal) etna Mia cha see uO yar eens ontiaeters 10 
IOTIVIEOILINEN CS MVIALLCTS Part mew ari tac cS, cths 5k c's MecmrpmeteCorsieae vices teat arokTe teem erase crea 11 
5.1 Control and Monitoring of Odour Emissions at the Burnaby Terminal ......... yal 
5.2 Control and Monitoring of Hydrocarbon Emissions at the Burnaby Terminal... . 12 
5.3 Increased Vessel Traffic at the Westridge Terminal .....................05. 12 
5.4 Control and Monitoring of Odour Emissions at Westridge ................... 13 
5.5 Control of Vessel Hydrocarbon Emissions at the Westridge Terminal .......... 13 
5.6 Control of Effluent Emissions at the Burnaby Terminal ..................... 13 
5.7 Control of Surface Water Quality at the Burnaby Terminal .................. 14 
DE MECONLLOL Of NOUS Cie yes casters Grsteye accor es Gamer ane /e la ig ahaa awe Wie nee ee eRe fre 14 
5.Jmeoite Aesthetics at tne burnaby Lerminal 225.0% <4 ce eis ates ict are arts 14 
DeLOLWONTINE CN CY Pian Tne mee wre. wre ces cee she sees -arstiveus batace eee RL eT Uae 15 
5.11 Requirement for a Comprehensive Environmental. Impact Assessment ........ 15 
5.12 Requirement for the Consideration of Further Studies .................0000. 16 
5.13 Long-Range Planning and Community Involvement ..................+2-0:: 16 
Dal aec larification of tne board 6 e UlSGICLION ©. wl. ose tietes aes ape eee trees 16 
BSCOMOMICHVICLLCOT Saha pene corn OU he ciate as le ayes shea ereiais Gee’ ad tee et rss Pe eto tala te 18 
Gate Economic: ben elits eq wetter otros es reeset aces Re tera Go bane elege cece Bee buds oN 4% 18 
GeZMeOOCIO-LOCONOMlI Cs mame Barta aa SS ce ccyhia case ai by setts opteas aon peM re ements ere) 18 
PIN ANCING Meee ene eee ean ear). lvl sts gi sea aoe ot Sobre Se ae he et g eee 20 
DEcisioniom octaves leh actiues we. nes eo oucnle Sis haus Rote are cle tsee aoeestaiecen a eee peer kale 21 
ARAB TSS eri ee scan conch abet i oh ee ne ear, FR. Aen rn eran hoary Bree ae 22 
OSTeeINLTOCUICULONN ty Sart CRMs x ove wag bw SRG Ceomene Sia eee lore efoatsh e Cetielnnce Yo" 0) 4 eulals 22 
OOERAD DCH LOM RACIILICS mere a. soa o oeiske < ois. s Dakine da ere CRs ie ee into Suton: 22 
O32) lee loll Treatment. omAppicdstOr Pe ACHities 42. a. acvemncteis « deua'e doe so etele des 5 22 
9.2.2 Financial Guarantees for the Cost of New Facilities ................... 23 
OSM Toleireatment tor OpCClaMMACIILICS: 25a ccccc 5% oo to reterer spies tee olotetal eho thes ehia ake ay 24 
Osu lepicerinedieroguces:@ NATCES set. c: cera. . wv cic aie etal eRe Let koa accu ec serene oe 6 25 
Oi SaleleDedicatedshecceivin gy wacilitiese: ©. 3 50. .am ee ae ae ate is Sn 25 
9131122. Commom Retined Proaucts Facilities™. eo... ee ses cr oye oe 26 
OSeesebedicated DeliverysWaciubies = 4... actos ote terns tive ee ee ems 27 
OR 2 wonellopecial Stream CHareese wa, 9.5 <.c1os oie c s¥aie Fem elas elite ater vexesngeeeretsy-teme 28 


Ore Om O SOM GACH ETI NPsoV SLE ae eereiits cc rare ya ceua tein na ay del» tahasean eM ouels is) ee 29 


10. 


I 


9.4. Tankave Credits: 's>-2. ~ Spameneeiet Brie eee eee ois aon ares oka w,. a wei ee a eras eee 29 
9.5: Fueland Power Surcharzesy, Credits aro ie see eeererste cre «  exere ict een 30 
9.5.1 Fuel and Power Surcharges for Heavy Crude Oil ...................... 30 
9.5.2 Fuel and Power Credits for Refined and Semi-Refined Products ......... 31 
9,63 Capacity SUrcharpes/Oredits, qa tte ay tere eres eye ale cn cece ee 32 
9.6:1. Necessity for Capacity ourcharges/.Credits....... si. 0h <n sino ome 32 
9.6.2 Methodologies for Determining Capacity Surcharges / Credits ........... 33 
9.6.3 Timing for Implementation of Capacity Surcharges/Credits ............ 36 
9:7, sMiscellaneous TolliDesipn Mattersaecn. 1c etes «cree. 0 is oso) cee ee eee 36 
9.7.1 Number of Streams to be Differentiated in Trans Mountain’s Tolls ...... 36 
9.7: 2a Westridge soading Charge. awe te sie oe os 3 hee Soe ea er 37 
DiSPOSIUIONY oe ies hut iy cine ete et a cs eis eI G50 wg sie aoe nt 38 
Appendices 
Order: Nor xX Olt BS amps ire cye eee een erat poh vote 5) asco. ben os 50 ee OG Pee eRe en 39 
Order: No.:TO24-S82 eerie sees te Stee OAS. OW SUN A OE ae 42 


Act / NEB Act 
Amoco 


API 650 


APMC 

B.C. 

BCA 
Board/NEB 
BP Resources 
CERL 
Chevron 
Gulf 

GVRD 

H2S 

Husky 
Imperial 
IPAC 

IPL 

IPL Decision 


km 


vii 
Abbreviations 
National Energy Board Act 
Amoco Canada Petroleum Company, Ltd. 


American Petroleum Institute Standard 650 
Welded Steel Tanks for Oil Storage 


Alberta Petroleum Marketing Corporation 
British Columbia 

Burnaby Citizens’ Association 

National Energy Beard 

BP Resources Canada Limited 

CERI Energy Research Ltd. 

Chevron Canada Limited 

Gulf Canada Resources 

Greater Vancouver Regional District 
Hydrogen sulphide 

Husky Oil Operations Ltd. 

Imperial Oil Limited 

Independent Petroleum Association of Canada 


Interprovincial Pipe Line Limited 


The Board’s June 1987 IPL Reasons for Decision 


kilometre 

kilowatt 

cubic metre 

cubic metres per day 
millimetre 

methyl tertiary butyl ether 
Murphy Oil Company Ltd. 


natural gas liquids 


North Burnaby Group 


Northridge 
Petro-Canada 
Shell 

the Airlines 

the District 
Trans Mountain / 
the Applicant / 
the Company 


US. 


Viii 
North Burnaby Residents, Landowners and Petitioners, a 
group later named "North Burnaby Residents Against 
Pipeline Expansion" 
Northridge Petroleum Marketing Inc. 
Petro-Canada Inc. 
Shell Canada Limited 
Air Canada, Canadian Airlines International Ltd. 


The Corporation of the District of Burnaby 


Trans Mountain Pipe Line Company Ltd. 


The United States of America 


1x 
Summary 


(Note: This summary is provided solely for the convenience of the reader and does not con- 
stitute part of this Decision or the Reasons, for which readers are referred to the detailed 
text and tables.) 


Introduction 


Trans Mountain Pipe Line Company Ltd. (Trans Mountain) applied to the Board on 21 Sep- 
tember 1987 for a two-stage expansion of its facilities. It also applied for a number of modifi- 
cations to its existing toll design. 


Board staff held a pre-hearing conference in Vancouver on 14 J anuary 1988. Interested par- 
ties to the hearing were invited to attend to discuss various procedural matters related to its 
conduct. 


A public hearing was held in Vancouver from 1 to 12 February 1988 followed by argument in 
Ottawa on 29 February and 1 March 1988. The hearing was reconvened in Burnaby from 

11 to 14 April 1988 to hear additional evidence relating to environmental and socio-economic 
concerns. Written argument on the additional evidence was completed in May 1988. 


Facilities 
Stage 1 


The proposed Stage 1 expansion includes additions to seven pump stations and the construc- 
tion of two new pump stations and five new storage tanks. The expanded facilities, which 
are expected to be completed in 1990, will increase the system capacity leaving Edmonton to 
27 000 m°/d, based on the forecast throughput which includes 6 000 m°/d of heavy crude oil. 
The cost of Stage 1 is estimated to be $56.9 million dollars. 


The Board is satisfied that the proposed Stage 1 expansion is in the public interest and has 
authorized construction of the facilities. 


Stage 2 


The proposed Stage 2 facilities include the construction of three new pump stations and the 
recommissioning of two existing 762 mm diameter loops, each 80.5 km in length. This stage 
was designed to accommodate additional throughputs of MTBE and methanol, heavy crude 
oil, ora combination thereof, and would have resulted in an increase in system capacity of 

3 000 m°/d. The cost of the applied-for Stage 2 facilities was estimated to be $27.4 million 
dollars. 


The Board did not authorize construction of the Stage 2 expansion for the reasons set out in 
Chapter 2. 


Toll Matters 
Roll-In of Applied-for Facilities 


The Board approved the Applicant’s proposal to roll the capital and operating costs of the 
Stage 1 facilities into a common rate base and revenue requirement. 


Capacity Surcharges/Credits 


A modified version of the alternate pipeline approach suggested by Trans Mountain was 
found to be appropriate for estimating capacity surcharges and credits on the Trans Moun- 
tain system. The Board directed that a five percent capacity surcharge be applied to heavy 
crude oil as of 1 January 1989 and further found that a zero percent capacity credit is appro- 
priate for refined and semi-refined products. 


Fuel and Power Surcharge/Credits 

The Board accepted the 15 percent fuel and power surcharge for heavy crude oil as proposed 
by Trans Mountain and directed that it be implemented starting 1 January 1989. The Board 
also directed Trans Mountain to use an incremental cost approach to estimate the appropri- 
ate level of fuel and power credits for refined and semi-refined products. 

Rolling-in of Special Charges 

Refined products special charges have been eliminated for: 

(1) receiving facilities located downstream and inclusive of the custody transfer meter; 

(2) delivery facilities located upstream and inclusive of the custody transfer meter; and, 

(3) certain transportation facilities previously allocated only to the refined products streams. 
The capital and operating costs associated with the 406 mm delivery line used exclusively by 
Shell will remain specially charged to Shell. However, the Westridge dock line, previously 
surcharged at 50 percent to Shell, and the capital and operating costs of the control equip- 
ment and instrumentation equipment will now be rolled into the basic transportation service 


rate base and cost pool. 


The Board denied the Applicant’s request to roll in the costs associated with the Edson 
gathering system, 


Tankage Credits 


The Board directed Trans Mountain to develop a methodology for determining tankage cre- 
dits for those shippers who do not use receipt or delivery tankage owned by the Company. 


Trans Mountain Pipe Line Company Ltd. (Trans 
Mountain, the Applicant or the Company) owns and 
operates a pipeline system which extends from Ed- 
monton, Alberta to Burnaby, British Columbia (B.C.) 
and connects near Sumas, B.C. to a pipeline owned 
by a wholly-owned American subsidiary, Trans 
Mountain Oil Pipe Line Corporation. Trans Moun- 
tain operates as a common carrier and transports 
light and heavy crude oil as well as a variety of 
refined and semi-refined products. Its system con- 
sists primarily of a single 610 mm pipeline with 
eight intermediate pump stations along the pipeline 
route and extensive tankage and terminalling fa- 
cilities at Edmonton, Kamloops, and Burnaby. It 
also includes a condensate gathering facility at 
Edson, Alberta. 


By an application dated 21 September 1987, Trans 
Mountain applied, under Parts III and IV of the Na- 
tional Energy Board Act (the Act or NEB Act), for: 


1. orders pursuant to section 49 of the Act which, 
if granted, would permit the Applicant to con- 
struct certain additional pipeline facilities in 
British Columbia and Alberta. The proposed 
facilities, to be constructed in two stages, con- 
sist mostly of new pumping facilities at various 
locations along the pipeline route as well as 
new tanks at the Burnaby and Edmonton ter- 
minals; and 


2. orders pursuant to Part IV of the Act to: 


(i) approve the application of the rolled-in 
method of cost allocation and toll design to 
the applied-for Stage 1 and Stage 2 fa- 
cilities; 


Chapter 1 
The Application 


(ii) modify the surcharges applicable to the 
transport of heavy crude oil; and 


(iii) roll into the basic pipeline system rate base 
and cost of service the special facilities 
charges currently identified for the trans- 
port of refined and semi-refined petroleum 
and petroleum gathering service at Edson. 


By Order No. OH-1-87 the National Energy Board 
(the Board or NEB) set the application down for pub- 
lic hearing. The hearing commenced on 1 February 
1988 in Vancouver, British Columbia. The evident- 
iary portion of that sitting lasted until 12 February 
1988 at which time the hearing was adjourned. 


Final argument was heard in Ottawa on 29 February 
and 1 March 1988. As part of its submission in final 
argument, a North Burnaby residents’ group out- 
lined a number of the concerns it had related to the 
expansion of Trans Mountain’s facilities in Burnaby 
and asked, inter alia, that the Board re-hear the ap- 
plication in Burnaby. The Vancouver District La- 
bour Council took a similar position. 


In response to the concerns raised, the Board re-con- 
vened the hearing in Burnaby on 11 April 1988 to 
hear evidence from the concerned parties on the en- 
vironmental and socio-economic impacts of Trans 
Mountain’s application. The Burnaby sitting lasted 
four days, during which the Board heard evidence 
from the Applicant, individual local residents, resi- 
dent groups, and elected and governmental officials. 


Final argument on the Burnaby portion of the hear- 
ing was in writing and was completed in May 1988. 


Chapter 2 
Stage 2 Facilities 


Trans Mountain applied to expand its facilities in 
two stages. The Stage 1 facilities are described in 
Chapter 4 of this report. 


The proposed Stage 2 facilities were estimated to 
cost $27.4 million and included three new pump sta- 
tions - one at Hinton, Alberta and one at each of 
Rearguard and Kingsvale in British Columbia. Also 
included were the retesting and recommissioning of 
two existing 762 mm diameter loops - each 80.5 km 
in length. Stage 2 was designed to transport 3 000 
m’*/day of methyl tertiary butyl ether (MTBE)! and 
methanol, or heavy crude oil or a combination of 
shipments of these products. 


Trans Mountain sought conditional approval of the 
Stage 2 expansion so that the partners of the MTBE 
consortium” would have assurance that there would 
be sufficient capacity to transport their product on 
Trans Mountain’s system. The Company requested 
that construction of the Stage 2 facilities be ap- 
proved subject to Trans Mountain satisfying the 
Board at a later date that the forecast volumes 
would materialize. The Applicant indicated that a 
time limit of one year to provide evidence of the 
throughput would be reasonable. Most shippers sup- 
ported the conditional approval of these Stage 2 fa- 
cilities. 


During the Vancouver sitting, Trans Mountain indi- 
cated that some additional facilities would be re- 
quired at Burnaby and Edmonton to transport 
MTBE and methanol, but the Company did not ela- 
borate on the scope of these facilities. During the 
Burnaby sitting, Trans Mountain explained that 
three new tanks would have to be constructed at 
Burnaby, at a cost of roughly $22 million, before 
MTBE and methanol could be transported. The 
number of tanks required at Edmonton was not dis- 
cussed. These additional facilities would be the sub- 
ject of another application to the Board. 


While Trans Mountain acknowledged that its filed 
evidence should have been clearer on the matter of 
the additional tanks required for MTBE and meth- 
anol, it did not think that the necessity for another 


facilities application should affect the approval of 
Stage 2 as filed. Trans Mountain maintained that 
Stage 2 should be regarded only as an expansion of 
the mainline capacity and not necessarily related to 
MTBE and methanol. Trans Mountain indicated 
that, if the Stage 2 expansion were only used to 
transport heavy crude oil, no additional tanks would 
be needed. Although the Company’s forecast of 
heavy crude oil throughput for 1990 could be accom- 
modated without the Stage 2 expansion, Trans 
Mountain suggested that the forecast was conserva- 
tive and that more volumes would likely materialize. 


The North Burnaby Residents Against Pipe Expan- 
sion (North Burnaby Group)? objected to the late 
submission of evidence on the tankage required for 
MTBE and methanol. It stated that parties had 
been misled in this matter and that the assessment 
of the scope and impacts of this part of the project 
was inadequate. 


Chevron Canada Limited (Chevron) originally sup- 
ported the Stage 2 project, conditional upon adequ- 
ate throughput agreements being in place. However, 
in view of the new evidence regarding the need for 
MTBE and methanol storage tanks which was 
presented during the Burnaby sitting, it was less 
supportive. Chevron argued that the reduction in 
the economies of scale of the revised Stage 2 expan- 
sion would have a more substantial negative impact 
on existing shippers should the volumes not materi- 
alize. According to Chevron, this added further 
weight to its argument that throughput agreements 
should be required. 


. MTBE is an octane blending agent for motor gasolines. 

. Neste Oy, Celanese Canada Inc., Hoechst-Celanese, and Trans 
Mountain are members of a consortium which is studying the 
feasibility of constructing an MTBE manufacturing plant at 
Edmonton. 

3. A party which originally intervened as "The North Burnaby 

Residents, Landowners and Petitioners" later changed its 

name to "North Burnaby Residents Against Pipeline 

Expansion". In these Reasons, "North Burnaby Group" is used 

for both names. 


Nor 


Decision 


The Stage 2 expansion was premised, for the 
most part, on the increase in throughput which 
Trans Mountain expects by 1990 as a result of 
new MTBE and methanol shipments. However, 
before Trans Mountain could transport those 
volumes, additional terminalling facilities 
would be needed at Burnaby and Edmonton. 
Those facilities would be the subject of a separ- 
ate facilities application in the future. 


While not wishing to discourage the MTBE con- 
sortium from proceeding with the project, the 
Board is not persuaded that there is sufficient 
justification for approving what is, in fact, only 
part of the facilities required to transport 
MTBE and methanol. Conditional approval 
does not resolve the Board’s concern because 
regular shipments of MTBE and methanol are 
not likely unless the subsequent application 
for additional facilities is also approved. 
Therefore, the application for the Stage 2 ex- 
pansion, as it relates to MTBE and methanol, is 
premature and would best be dealt with in a 


proceeding where all the necessary facilities 
could be considered together. 


As an alternative to MTBE and methanol, 
Trans Mountain argued that the additional 
throughputs required to support the Stage 2 
expansion might be heavy crude oil shipments. 
Although Trans Mountain maintained that its 
throughput forecast is conservative, the evi- 
dence does not demonstrate that these fa- 
cilities would be required by 1990 to accommo- 
date an increase in heavy crude oil through- 
put. Given the relatively short period of time 
(about one year) needed to implement the 
Stage 2 expansion to accommodate additional 
heavy crude oil volumes, there is insufficient 
justification for conditionally approving the fa- 
cilities so far in advance of when they may rea- 
sonably be expected to be required. 


For these reasons, the Board denies Trans 
Mountain’s application with respect to the 
Stage 2 facilities. In light of this decision, it is 
unnecessary for the Board to decide on the 
other issues related to Stage 2. 


Chapter 3 
Supply and Demand 


3.1 Supply 


In support of its crude oil throughput forecast, Trans 
Mountain provided a forecast of western Canada 
crude oil supply for the period summarized in Table 
3-1. This supply forecast was based on a crude oil 
price projection of $22 and $27 ($US 1986) per barrel 
for West Texas Intermediate in 1990 and 1995, re- 
spectively. 


The Applicant concluded that, by the early 1990s, 
conventional light crude oil production in western 
Canada would decline and that this would be only 
partially offset by an increased supply of synthetic 
crude oil. Notwithstanding the decline in light crude 
oil production, the Applicant expected supply of 
blended heavy crude oil to exceed the combined 
heavy crude oil throughput capacities of the Inter- 
provincial Pipe Line Limited (IPL), Rangeland 
Pipeline Company Limited and Trans Mountain 
pipeline systems based on existing facilities. 


The Applicant stated that, to justify the Stage 1 ex- 
pansion, the supply of blended heavy crude oil to the 
Trans Mountain system would have to increase by 
4 300 m°/d over current shipments. Several inter- 
venors provided evidence pointing to a Canada-wide 
increment of blended heavy crude oil supply of about 
18 000 m*/d by the year 1990, from the expansion of 
currently-operating bitumen projects. 


Two major bitumen producers, Imperial Oil Limited 
(Imperial) and Petro-Canada Inc. (Petro-Canada), in- 
dicated support for the Applicant’s forecast of future 


heavy crude oil supply, based on their expansion 
commitments for the Cold Lake and Wolf Lake pro- 
jects, respectively. 


Chevron argued that the great uncertainty respect- 
ing crude oil prices could bring about a considerably 
different supply than was presented by the Appli- 
cant. Chevron suggested that the incremental sup- 
ply from the expansion of bitumen projects is only a 
possibility and that, due to high operating costs, de- 
velopment may not be completed as planned if crude 
oil prices remain low. 


Decision 


The Board recognizes the uncertainty respect- 
ing future crude oil supply, particularly con- 
sidering recent price volatility. However, the 
Board is satisfied that the additional supply of 
heavy crude oil (4 300 m‘/d over current ship- 
ments) required to support the proposed Stage 
1 facilities is likely to be developed from the 
planned capacity expansion of several curren- 
tly operating bitumen projects, even if some of 
the planned expansions are delayed due to the 
persistence of low crude oil prices. 


3.2 Demand 


In support of Stage 1 of the expansion, Trans Moun- 
tain provided a forecast of demand as shown in Table 
3-2. 


Trans Mountain assumed that Vancouver area re- 
fineries would continue to rely on the pipeline to 


Table 3-1 
Western Canada Crude Oil Total Supply 
(thousands of cubic metres per day) 


1990 1995 
Light 144.9 113.9 
Pentanes 19.2 15h 
Synthetic 30.6 30.8 
Heavy 38.5 38.1 
Bitumen 41.3 59.5 
TOTAL SUPPLY 274.5 257.8 


2000 2005 2010 
88.4 69.7 55.2 
12.1 10.2 7.4 
47.9 62.3 88.7 
33.8 32.2 32.3 
69.5 19.5 211 
251.7 253.9 274.7 


Table 3-2 
Trans Mountain Demand Forecast 
(thousands of cubic metres per day) 


Light Crude Oil to Burnaby 

Refined Petroleum to Kamloops 

Heavy Crude Oil Exports via Westridge” 
Light Crude Oil Exports via Westridge 
Light Crude Oil Exports via Sumas 


TOTAL DEMAND 


a. Assumes Stage 1 expansion in operation. 


1987 1988 1989 1990°* 
20.8 21.0 21.0 21.0 
1.6 2.5 2.7 3.0 
1.7 3.0 3.0 6.0 
0.7 - - - 
19 — oe aS 
26.7 26.5 26.7 30.0 


b. The throughputs shown for heavy crude oil exports in 1988 and 1989 are the maximum achievable given present 
tankage availability and assume no unforeseen operating or logistical problems. 


deliver their feedstocks and estimated that there 
would be little change 1 in the current demand of ap- 
proximately 21 000 m 3/4. While not expecting any 
refinery closures, the Applicant believed that, if 
some refiners phased out crude oil movements, fin- 
ished products or special streams would be shipped 
instead. The Vancouver area refiners stated that, 
because of limited supply alternatives, they will con- 
tinue to be highly dependent on Trans Mountain. 
Consequently, no party disputed Trans Mountain’s 
estimate of light crude oil deliveries to Burnaby. 


Trans Mountain estimated that, based on shippers’ 
forecasts, which ranged from approximately 4 900 to 
11 000 m /d, heavy crude oil tenders would increase 
to 6 000 m®/d in 1990. To verify the reasonableness 
of the shippers’ forecasts, Trans Mountain commis- 
sioned CERI Energy Research Ltd. (CERL) to evalu- 
ate the market potential for Canadian heavy crude 
oil and bitumen in the Pacific Rim.! CERL con- 
cluded that there is a market for up to 16 000 m°/d of 
heavy crude oil in the Pacific Rim. 


CERL also examined the Wood River, Illinois market 
which is approximately 360 kilometres south of Chi- 
cago. While conceding that netbacks might be mar- 
ginally higher than those from the Pacific market, 
CERL believed that penetration of the Wood River 
market could necessitate discounts on the large vol- 
umes of Canadian heavy crude oil already being de- 
livered to United States Northern Tier markets. 


CERL also noted that an expanded Trans Mountain 
system would provide increased market flexibility to 
domestic producers. 

Intervenors such as Husky Oil Operations Ltd. 
(Husky), Imperial and Murphy Oil Company Ltd. 


(Murphy) maintained that the traditional market for 
heavy crude oil (i.e., domestic refineries in and west 
of Montreal and U.S. refineries in the Northern Tier) 
is at or near the saturation point. According to these 
intervenors, as well as Shell Canada Limited (Shell), 
the Pacific Rim provided the best alternative to the 
traditional market. Some of these intervenors held 
this view as a result of their business expertise in 
the marketing of heavy crude oil. Petro-Canada be- 
lieved that both the Pacific Rim and Wood River pro- 
vided potential alternate markets which could be de- 
veloped concurrently. 


With regard to the Wood River refineries, all interve- 
nors agreed that this market is not presently ac- 
cessible other than via barge movements when the 
river is navigable. In order to secure entry into this 
market, one of the two pipelines moving crude oil 
north to Chicago would have to be reversed or a new 
pipeline built. 


The Applicant provided evidence that heavy crude oil 
shippers had been restricting their nominations to a 
maximum of 3 000 m°/d so that an allocation of pipe- 
line capacity could be avoided. Trans Mountain had 
no doubt that more heavy crude oil could have been 
moved in 1987 if the capacity had been available. In 
support of this, Imperial stated that it had indeed 
foregone heavy crude oil sales because of the capac- 
ity constraint. 


Chevron, with support from Air Canada and Cana- 
dian Airlines International Ltd. (the Airlines) in 
final argument, was the only party to seriously ques- 


1. The Pacific Rim includes South Asia, Japan, Australia and New 
Zealand. 


tion the reasonableness of Trans Mountain’s forecast 
of heavy crude oil throughput. In view of the doubt 
as to whether the heavy crude oil throughput would 
materialize, Chevron characterized the expansion 
project as being a highly speculative endeavour. It 
held the view that CERL had overstated the market 
value of heavy crude oil at the Pacific Rim refineries. 
Chevron also indicated that this overstatement ob- 
scures the fact that producers would have a substan- 
tial preference to sell incremental volumes in the 
traditional markets, as opposed to the Pacific Rim, 
so long as there is no capacity constraint on IPL. 
Chevron did not believe that the delivery of addi- 
tional volumes to the traditional or Wood River mar- 
kets would necessarily have a negative impact on 
producers’ netbacks because these markets, which 
are also supplied from the U.S. Gulf and the Carib- 
bean, are large and diverse, with refineries running 
a wide variety of crude oils. 


Decision 


Given their lack of viable supply alternatives, 
it is highly probable that the Vancouver area 
refineries will continue to use the Trans Moun- 
tain pipeline to transport their feedstock 
needs. In the event of refinery closures, fin- 
ished products or _ semi-refined streams 
shipped via Trans Mountain would replace 
existing feedstock movements. 


The Board recognizes that actual heavy crude 
oil deliveries depend primarily on the avail- 
able supply and the demand in the traditional 
market from which the highest netbacks are 
achieved. The Board shares the view of several 
intervenors that, once the planned expansions 
of the Co-op (Regina, Saskatchewan) and Koch 


(Rosemount, Minnesota) refineries are in 
place, little further growth is expected in the 
traditional market. Therefore, producers will 
be looking to penetrate new markets to dispose 
of expected increments to production. In this 
regard it is worthwhile noting that exports of 
heavy crude oil have already been made by 
tanker out of Montreal via IPL, as well as out 
of Vancouver via Trans Mountain, to markets 
less attractive than the traditional markets. 


The Board agrees that the Pacific Rim is the 
next best alternative to the traditional market. 
It would appear that Wood River is not a par- 
ticularly attractive outlet for Canadian heavy 
crude oil in view of the obvious logistical prob- 
lems associated with its accessibility. 


While some intervenors provided estimates in- 
dicating that the traditional market would ab- 
sorb the available supply in 1990, the Board is 
of the view that heavy crude oil is likely to be 
available for shipment on Trans Mountain in 
amounts adequate to justify the proposed addi- 
tional facilities. 


As to the likely demand for this heavy crude 
oil, the Board notes that there is a record of 
heavy crude oil shipments via Trans Mountain 
to the Far East and that these volumes would 
likely have been greater if the heavy crude oil 
shippers had not voluntarily restricted their 
nominations in view of capacity limitations. 


In conclusion, the Board is satisfied that the 
throughput forecast provided by Trans Moun- 
tain in support of the Stage 1 expansion is rea- 
sonable. 


Chapter 4 
Stage 1 Facilities 


4.1 Design and Cost 


Trans Mountain proposed to increase its capacity to 
transport heavy, crude oil from existing average le- 
vels of 1 700 m°/d to a firm capacity level of 6 000 
m°/d for the year 1990. Total sustainable capacity 
for the, throughput forecast would then be approxi- 
mately 27 000 m 3/day leaving Edmonton. 


The proposed Stage 1 facilities are shown on the map 
on the following page. The facilities would consist of 
additional pumps and motors at the seven existing 
pump stations, as well as two new 3 360 kW electric 
pump stations in Niton, Alberta and Albreda, B.C. 
Two new 31 700 m° storage tanks would be con- 
structed at Edmonton and three new 23 700 m? 
tanks with vapour recovery systems were proposed 
for Trans Mountain’s Burnaby terminal. The esti- 
mated capital cost for these facilities is $56.9 million, 
as summarized in Table 4.1. 


Table 4-1 
Cost of Stage 1 Facilities 


Additions to seven existing 


pump stations $12,465,200 
Two new pump 

stations $11,725,600 
Additional tankage at 

Edmonton and Burnaby $28,263,600 
Miscellaneous terminalling 

facilities $4,448,100 

$56,902,500 


Trans Mountain noted that the major constraint to 
increasing heavy crude oil shipments with the exist- 
ing system is inadequate tankage at Burnaby. Oper- 
ational problems such as tank-bottom mixing be- 
tween heavy and light crude oils, scheduling of light 
crude oil deliveries to the Vancouver area refineries, 


and dependence on timely heavy crude oil tanker ar- 
rivals at Westridge would be alleviated with the ad- 
dition of the three new tanks at Burnaby. The new 
tanks would include domed aluminum roofs with va- 
pour-recovery systems to minimize the effect of 
odours emanating from sour crude oils. 


Tankage at Edmonton would also be required to mi- 
nimize tank-bottom mixing and to allow for proper 
scheduling and the continuation of structural repairs 
to several existing tanks. The mainline pumping ad- 
ditions are required to move the forecasted increases 
in throughput and to provide a reasonable degree of 
standby power at key locations. Trans Mountain in- 
dicated that the additional unit at Jasper might be 
electric rather than diesel as originally proposed. 


All interested parties who represented the users of 
the Trans Mountain system, with the exception of 
the Airlines, generally supported construction of 
Trans Mountain’s Stage 1 facilities. Several parties 
representing the residents of Burnaby strongly op- 
posed the installation of the three additional storage 
tanks at the Burnaby terminal. (see Sections 4.2 and 
4.3). 


Decision 


The Board is satisfied that the proposed Stage 
1 facilities are required to provide capacity for 
the forecast 1990 volumes. Furthermore, the 
Board finds that the facilities would also pro- 
vide for the efficient handling and scheduling 
of deliveries to the Westridge terminal and to 
the Vancouver area refineries. The estimated 
cost of these facilities is in line with costs for 
recent, similar installations added to the sys- 
tem. 


The Board requires the Applicant to provide, 
prior to construction, a detailed cost estimate 
and a construction schedule based on final de- 
sign, and to submit an application for any 
changes to the design contained in the original 
application. During construction, Trans Moun- 
tain will be required to file monthly construc- 
tion cost and progress reports. 


AYSNIS3H =O 
OOOLLY 
BOVANVL G3SOdOUd / ONILSIXS ¢“ gogaze 


WHV4 INVL $B 


o8vy 
H3MOd ONIdWNd G3SOd0ud / ONILSIXS “4 ooce” 


NOILVLS ONIdWNd GASOd0ud oO 


NOILVLS ONIdWnNd =f 


GQN39371 


(| FOV_LS) 


NOISNVdX4 SAILIMOVA 0661 


WALSAS SANI1 Adid 
NIVLNNOW SNVYL 


MX ovez 


vow” 
3 


VIEGWN109 
HSILIW4 


VLYAE TV 


OsrS =\ 
M4 opge 
Ysdsvr 


UW 00022 NOLNIH 


M4 O8PF 
AHdYNWPw 


Y3Al¥d 3N18 


Ogee 
Mi~F 


|} yvasyeiv 


OYVvNOYVsaY 


oosp 
MA 0008 


AIVASONIX 


oz 42 
WM “OF79 


SdOO WY» 


Ove? 
an Ocbt 


Q131s8va 


SALYOOVNY 


VAuyV 
YAANOONVA 


4.2 Earthquake Design of Storage Tanks 


The North Burnaby Group, as well as the Corpora- 
tion of the District of Burnaby (the District), were 
concerned about the adequacy of Trans Mountain’s 
storage tank design in light of the potential for seis- 
mic activity in southwestern British Columbia. 


Specific matters which were addressed by one inter- 
venor, Mr. Boyce, included the ability of the existing 
and proposed containment dikes to handle major oil 
spills due to tank rupture, and to maintain their in- 
tegrity during seismic aftershocks. He was also con- 
cerned that the geology of the area, with respect to 
bedrock, soils and a fault line 1.3 km from the termi- 
nal, necessitates special design considerations for 
the tank foundations. Mr. Boyce questioned the 
ability of ancillary facilities such as piping, valves, 
pumps and firefighting facilities to function after the 
effects of a major earthquake. In this context, the 
North Burnaby Group noted that a comprehensive 
contingency plan to deal with emergencies had not 
been put forward. 


Mr. Boyce argued that the special circumstances dic- 
tate that a site-specific analysis be undertaken for 
the design of the tanks, foundations, containment 
dikes and related facilities and that measures be 
taken which are in excess of those required by the 
relevant standard, American Petroleum Institute 
Standard 650 Welded Steel Tanks for Oil Storage 
(API 650). Mr. Boyce was also concerned about the 
possible lack of continuity of various individual 
standards when applied to the integrated facilities at 
Burnaby, and the level of experience regarding seis- 
mic design available to the Applicant and its consult- 
ants. 


Mr. Boyce recommended that periodic independent 
inspections of the Burnaby terminal be undertaken 
and that a Design Review Panel be established to 
study future expansions at Burnaby. 


In reply to these concerns, Trans Mountain indicated 
that it will comply with the most recent edition of 
API 650, which is a standard accepted worldwide. 
Trans Mountain retained an expert witness from 
Chicago Bridge and Iron (CBI) Industries, a recog- 
nized leader in the construction of storage tanks, to 
analyse the structural capability of the existing and 
proposed tanks to withstand seismic activity. The 
witness testified that because of the squat nature of 
these tanks, with a low height/diameter ratio, the 
tank shells would not rupture even under extreme 
seismic loading conditions. He pointed out that 


tanks in Japan and Alaska with similar configura- 
tions have withstood severe earthquakes. 


The Applicant stated that the bearing capacity of the 
site and the design of the tank foundations will pro- 
vide more than adequate resistance to earthquake 
damage. In addition, the site will be studied to en- 
sure foundation stability under both static and dy- 
namic conditions. 


Although specific standards for the geotechnical de- 
sign of containment dikes do not exist, Trans Moun- 
tain believes that previous experience and the use of 
proper design methods will result in a reliable diking 
system. The low pipeline pressure levels in the ter- 
minal also result in relatively high safety factors for 
piping and components should additional stresses 
develop from seismic motion. 


With respect to the overall geology of the Burnaby 
area, Trans Mountain stated that the existence of a 
nearby fault zone would only be a serious problem if 
it were directly beneath the terminal. The Company 
maintains that the site is appropriate for the new 
tanks. 


Trans Mountain presently has a contingency plan- 
ning manual which addresses procedures to be fol- 
lowed in the event of an emergency at Burnaby and 
other locations on its system. An updated version of 
that plan will be ready for the fall of 1988. 


Decision 


The Board is satisfied that Trans Mountain’s 
undertakings, including its commitment to 
comply with the latest edition of API 650, will 
provide for safe and reliable operation of the 
Burnaby tank farm. While the Board is not 
persuaded that further study of seismic design 
for these tanks is necessary, it will, as a condi- 
tion of the authorization, require Trans Moun- 
tain to submit, prior to commencement of con- 
struction, final tank and containment dike de- 
sign drawings and specifications, and calcula- 
tions to demonstrate that the tank designs con- 
form to the seismic criteria of API 650. 


Trans Mountain will also be required to submit 
an updated comprehensive contingency plan- 
ning manual to the Board by 31 October 1988. 
This manual should include the Company’s 
plans and procedures for dealing with major 
incidents, including earthquakes, at the Bur- 
naby terminal. Subsequent to receipt of the 
manual by the Board, a procedure will be es- 
tablished for intervenors to comment on the 
document. 


Much evidence was heard regarding the ten 
existing tanks at Burnaby. Although the condi- 
tion of these tanks is not directly relevant to 
the proposed installation of the new tanks, the 
Board notes that the evidence presented dur- 
ing the hearing, and the operational history of 
the terminal, do not demonstrate any short- 
comings in their structural integrity. In this 
respect, Board staff will continue to monitor 
Trans Mountain’s inspection and maintenance 
programs and related records, and to peri- 
odically conduct inspections on behalf of the 
Board. 


4.3 Fire Safety 


Some intervenors raised concerns regarding poten- 
tial hazards associated with the proposed domed-roof 
tanks, due to the concentration of volatile gases be- 
tween the inner floating roof and the geodesic dome. 
Trans Mountain indicated that the vapour-collection 
systems and the increased protection from lightning- 
induced ignition provided by the domed roofs will re- 
sult in the new tanks having an enhanced level of 
safety. 


The adequacy of Trans Mountain’s existing fixed 
foam fire-fighting systems was also questioned, pri- 
marily by the Burnaby Citizens’ Association (BCA) 
who referred to problems associated with the inflexi- 
bility of such a system involved in a petroleum tank 
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fire in Nanaimo, B.C. in 1977. Trans Mountain testi- 
fied that its foam fire-fighting equipment at Burnaby 
consists of a fixed delivery system for the tank rim 
supplied by a foam-generating fire truck. This ve- 
hicle provides enough flexibility to cope with fires 
anywhere on the terminal site. Trans Mountain also 
has access to eleven other vehicles equipped for 
fighting petroleum fires through its involvement 
with a mutual aid cooperative for the area’s oil in- 
dustry. 


The BCA also questioned the reliability of the se- 
curity system at Burnaby, noting that an arsonist 
was responsible for the Nanaimo fire. Trans Moun- 
tain testified that a perimeter fence, adequate light- 
ing and a guard on duty 24 hours a day represent a 
reasonable degree of security. 


Decision 


The Board is satisfied that the proposed 
domed-roof tanks are no less safe than the 
existing floating-roof tanks. Trans Mountain 
has demonstrated that it has taken all reason- 
able steps to ensure that its fire-fighting capa- 
bilities are satisfactory. The Board will con- 
tinue to monitor the Company’s activities at 
Burnaby through periodic site inspection and 
review of its contingency planning manual. 


Chapter 5 
Environmental Matters 


Environmental issues arising from the evidence at 
both the Vancouver and Burnaby sittings are ad- 
dressed in the following subsections. Environmental 
issues raised by interested parties were related only 
to Trans Mountain’s facilities at Burnaby. 


5.1 Control and Monitoring of Odour 
Emissions at the Burnaby Terminal 


Some intervenors were concerned that the increased 
volume of crude oil to be shipped through Burnaby 
would, of necessity, increase the potential for odour 
emissions. They were also concerned that the most 
odorous crude oils should be stored only in those 
tanks equipped with vapour-treatment facilities. 


Trans Mountain submitted that it fully intended to 
store the more odorous crude oils in those tanks 
equipped with vapour-treatment systems, and that 
only in unusual circumstances would it deviate from 
that practice. In view of the proposed method of 
storage and the anticipated efficiency of the vapour 
scrubbers, Trans Mountain believed that the expan- 
sion would result in a cleaner environment, with an 
overall reduction in odorous emissions. Trans Moun- 
tain anticipated that at least 95 percent, and up to 
99 percent, of total hydrogen sulphide (H2S) would 
be removed by the proposed scrubbers. 


Trans Mountain indicated that it uses an odour in- 
tensity index developed by the consulting firm B.C. 
Research to classify and rank crude oils for odour 
potential. It was further stated that laboratory tests 
would be conducted on all crude oils transported 
through its system to determine each one’s potential 
for causing odours. 


Although there would be an increase in the total vol- 
ume of crude oil to be shipped, the expansion would 
not result in increased volumes of odorous oil. In 
fact, Trans Mountain anticipates an overall decrease 
in the total quantity of odorous oil shipped. Gener- 
ally Trans Mountain has found that heavy crude oil 
is relatively low in odour potential when compared to 
light crude oil. In Trans Mountain’s expansion pro- 
posal, it is heavy crude oil which is expected to dis- 


place the more odorous light crude oil. In view of 
that displacement, the Applicant believes that the 
new tanks will provide ample storage capacity for 
odorous crude oils. 


The Corporation of the District of Burnaby requested 
that the Board establish specific requirements to 
protect local communities from odour emissions 
which might result from storing sour crude oils in 
tanks without vapour-treatment equipment. The 
District further requested that an air-monitoring 
program be established at the Applicant’s tank farm 
to monitor the efficiency of the scrubbers from start- 
up. The District believed that the program should 
monitor H2S and mercaptans. 


The Greater Vancouver Regional District (GVRD) 
supported Trans Mountain’s proposed methods for 
odour control and monitoring, and believed that the 
proposed equipment could control odorous emissions. 


The Applicant indicated that it had accepted, subject 
to the Board’s direction, the District’s proposal that 
Trans Mountain provide funds for a third-party air- 
monitoring program. Trans Mountain further indi- 
cated that it had signed a Memorandum of Under- 
standing with the GVRD, agreeing to the full ex- 
change of information to assist in the control of both 
air and effluent emissions at the Burnaby and West- 
ridge Terminals. 


Decision 


The Board is satisfied that storing the more 
odorous oils in the three new tanks equipped 
with vapour-treatment systems will be a posi- 
tive step in reducing odour emissions and 
therefore, will require Trans Mountain to oper- 
ate its tankage to that end, as set out in condi- 
tion 8 of Order XO-1-88 (see Appendix I). 


The Board accepts the Applicant’s undertaking 
to fund a third-party air-monitoring program 
and directs Trans Mountain to submit the de- 


1. Mercaptans are organosulphur components which are 
derivatives of hydrogen sulphide and are found in some crude 
oils. 
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tails of the monitoring program in accordance 
with conditions 7(ii) and 9(i) of Order No. XO-1- 
88. The agreement between Trans Mountain 
and the GVRD respecting an exchange of infor- 
mation is viewed as a positive step in dealing 
with the ongoing issue of odour emissions. 


5.2 Control and Monitoring of Hydrocarbon 
Emissions at the Burnaby Terminal 


Mr. Wituschek of Environment Canada and Mr. 
Smith of the GVRD, indicated that, although there 
are no objectives established by government regard- 
ing total hydrocarbon levels for ambient air quality, 
certain guidelines for engineering design are pres- 
cribed with a view to minimizing hydrocarbon emis- 
sions. It was further indicated that suitable tech- 
niques for measuring total hydrocarbon levels are 
not yet available and that the proposed tanks would 
be a relatively small source of hydrocarbon emissions 
in any case. The entire issue of hydrocarbon emis- 
sions in the Greater Vancouver area is the subject of 
an ongoing study by federal, provincial and regional 
governments. 


The Applicant stated that it would be technically 
possible to add a hydrocarbon treatment system to 
the proposed vapour scrubbers, and indicated a will- 
ingness to do so if it became necessary. 


Decision 


Given the relatively low emission levels con- 
tributed by storage tanks such as those pro- 
posed by Trans Mountain, the Board is not per- 
suaded that it should require Trans Mountain 
to conform to guidelines in excess of industry 
requirements. The Board will monitor the situ- 
ation to ensure that Trans Mountain complies 
with applicable requirements as they are de- 
veloped. 


5.3 Increased Vessel Traffic at the Westridge 
Terminal 


The application indicated that the proposed Stage 1 
expansion would result in a total of 48 vessels per 
year, comprising 24 tankers and 24 barges, using the 
Westridge Terminal.” According to Trans Mountain, 
the Vancouver Port Corporation did not foresee any 
significant problems arising from the forecast num- 
ber of vessels. 


Some intervenors were concerned about the in- 


creased risk of oil spills arising from the higher level 
of vessel traffic. The North Burnaby Group also 
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raised the related concern of possible adverse im- 
pacts on the surrounding unique and sensitive envi- 
ronment, referring specifically to the proposed devel- 
opment of Barnet Beach Park. Mr. Sherwood of En- 
vironment Canada stated that the risk of a major oil 
spill would remain relatively small even with the 
traffic levels forecasted: However, he believed that 
there might be additional operational spills as a re- 
sult of increased vessel loading activity. He further 
indicated that such operational spills would be minor 
and largely controllable. 


Trans Mountain presented witnesses from the Van- 
couver Port Corporation, the Canadian Coast Guard 
and Burrard Clean.“ The representatives from the 
Vancouver Port Corporation and the Coast Guard 
provided detailed information on existing emergency 
response plans, as well as on the Vessel Traffic Ser- 
vice which controls ship movements in and around 
the Vancouver Harbour. Mr. Green of Burrard 
Clean provided information on that company’s re- 
sponsibilities and capabilities with respect to emer- 
gency response services for industrial oil spills. He 
further testified that Trans Mountain was a member 
of the industrial co-operative which retained the ser- 
vices of Burrard Clean. 


Decision 


The regulation of vessel traffic in the Van- 
couver area is not under the jurisdiction of the 
NEB. The evidence of the authorities which do 
regulate this matter is that the existing Vessel 
Traffic Service and Vancouver Port facilities 
are capable of handling the 48 ships per year. 
This evidence is uncontradicted and is ac- 
cepted by the Board. The risk of a major spill 
is not significantly increased as a result of the 
expansion and while there may be an increase 
in the very small number of minor operational- 
type spills experienced in the past, the Appli- 
cant, in co-operation with Burrard Clean, is 
well equipped to deal with such incidents. 


1. Trans Mountain provided historical data on vessel traffic levels 


at Westridge, indicating the total number of tankers and 
barges which have used the terminal since 1956 (Exhibit B-6, 
p. 28-2). For recent years at Westridge, the following levels of 
vessel traffic have occurred: 16 vessels in 1983, 7 in 1984, 6 in 
1985, 13 in 1986, and 17 in 1987 (to 1 December). 


2. Burrard Clean is a company retained by an industrial 


co-operative to handle spills at its members’ facilities in 
Burrard Inlet and the outer harbour of the Port of Vancouver. 


5.4 Control and Monitoring of Odour 
Emissions at Westridge 


Many intervenors were concerned about the odours 
emanating from the Westridge Terminal operation. 
Mr. Smith, a GVRD witness called by the North Bur- 
naby Group, indicated that there were numerous 
emission sources in the Westridge area, owing to the 
presence of several refineries nearby. 


Trans Mountain proposed to use a dockside scrub- 
ber for the abatement of any odorous emissions that 
might occur. The dockside scrubber would be con- 
nected for each loading, so long as the ship was 
properly equipped and the ship’s master consented 
to the procedure. 


Intervenors maintained that a dockside scrubber 
should be used for every oil loading, regardless of 
constraints imposed by the ship’s master. 


The Applicant also indicated that it had started dis- 
cussions with barge and tanker operators to provide 
for the retrofitting of vessels using the Westridge 
Terminal, thereby enabling connection to a dockside 
scrubber. Recent meetings with Crowley Maritime, 
the company supplying barge services to Westridge, 
had provided Trans Mountain with some confidence 
that barges would be retrofitted. 


In addition, Trans Mountain described how its cur- 
rent barge-loading procedures minimize odorous 
emissions by reducing the total number of tank hat- 
ches open at any one time. Because most of the odor- 
ous emissions are released towards the end of a load- 
ing, steps are taken to have loading rates slowed 
down at that time, thereby reducing the intensity of 
the vapours being released. 


Decision 


The Board does not have the authority to order 
that vessels arriving at Westridge be connected 
to the dockside scrubber. Trans Mountain’s ef- 
forts with respect to arrangements to have bar- 
ges retrofitted for eventual hook-up to the 
dockside scrubber are seen as a positive step 
in resolving this issue. The Board encourages 
the Applicant to expedite the installation of the 
dockside scrubber and to continue discussions 
with vessel operators, with a view to event- 
ually having a standardized procedure for ves- 
sels using the scrubber. Trans Mountain is 
also expected to continue using its existing 
procedures for reducing odorous emissions 
during vessel loadings. 


5.5 Control of Hydrocarbon Emissions from 
Vessels at the Westridge Terminal 


During the Burnaby sitting, the North Burnaby 
Group raised the issue of hydrocarbon emissions 
from vessels at Westridge and related concerns of 
nearby residents. 


The Applicant stated that vessel exhaust emissions, 
including hydrocarbons, would only be a concern 
when a vessel was off-loading and the engines were 
providing power to the vessel’s pumps for that off- 
loading. Trans Mountain maintained that such 
emissions would not be a problem because vessels 
would only be receiving, not off-loading, oil: on-load- 
ing of oil does not require the vessel’s engine power 
for pumping and, therefore, emissions would be 
minimal. 


Decision 


The issue of hydrocarbon emissions from ves- 
sels at Westridge is not within the Board’s 
jurisdiction. Based on the evidence presented 
during the hearing, Transport Canada and En- 
vironment Canada would have responsibility 
for certain aspects of this issue. 


5.6 Control of Effluent Emissions at the 
Burnaby Terminal 


Concerns were raised respecting the disposal of 
spent scrubbing liquors from the operation of the 
proposed vapour scrubbers at the Burnaby Terminal. 
Trans Mountain filed a copy of a Memorandum of 
Understanding with the GVRD, agreeing to the ex- 
change of information on both air and effluent emis- 
sions. 


The District was particularly concerned that its mu- 
nicipal watercourses be protected from any environ- 
mental damage and indicated that its by-laws allow 
only natural storm water drainage to enter Bur- 
naby’s watercourses. 


Trans Mountain planned to dispose of all spent 
scrubbing sludges and liquors in accordance with 
provincial requirements. The Applicant indicated 
that the waste scrubbing liquors would either be 
neutralized on-site for release to the Greater Van- 
couver Sewerage and Drainage District sanitary 


1. The installation of a scrubber was approved by the Board on 27 
January 1988 under Order No. XOM-1-88. 
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sewer, or transported to a provincially-approved dis- 
posal site. 


Decision 


The Board accepts Trans Mountain’s undertak- 
ing to dispose of all waste scrubbing liquors ac- 
cording to provincial standards. The planned 
exchange of information with the GVRD will 
assist in monitoring the adequacy of this pro- 
posal. The Board directs the Applicant to sub- 
mit its final procedures for the disposal of 
waste scrubbing liquors in accordance with 
Condition No. 7(i) of Order XO-1-88. 


5.7 Control of Surface Water Quality at the 
Burnaby Terminal 


During construction of the three new tanks at Bur- 
naby, Trans Mountain would test all water dischar- 
ges leaving the site to determine the level of sus- 
pended solids. Although there was no specific maxi- 
mum provincial limit established for suspended so- 
lids in its discharges, Trans Mountain stated that 
sediment traps would be set up, if necessary, to keep 
the suspended solids level below the range of 10 to 
20 parts per million. 


The issue of iron bacteria in streams leaving the 
Burnaby Terminal was identified as a concern by 
certain intervenors. Mr. Wituschek, called as a wit- 
ness by the North Burnaby Group, indicated that the 
presence of iron bacteria represented a relatively in- 
nocuous aesthetic problem insofar as drinking water 
quality was concerned. 


The Applicant indicated that the source of the bac- 
teria was being investigated and that steps would be 
considered to correct the problem. According to 
Trans Mountain, the Stage 1 expansion would not 
worsen the situation in any case, because the 
streams are located away from the proposed site of 
the new tanks. 


Decision 


The Board accepts the Applicant’s undertaking 
to employ sediment traps and further directs 
that, during construction, the Applicant report 
to the Board on the concentration of sus- 
pended solids in water discharged from the 
tank farm property. That report should in- 
clude the information set out in Condition 5 of 
Order No. XO-1-88. 


Regarding the issue of iron bacteria, the Board 
encourages Trans Mountain to continue its on- 
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going research with a view to locating the 
source of the bacteria and improving the aes- 
thetic quality of the affected streams. 


5.8 Control of Noise 


The Applicant indicated that increased noise levels 
resulting from the proposed additional pump units at 
locations in Alberta and British Columbia would not 
have any significant environmental impacts and 
that, in certain cases, existing background noise 
from local traffic or railways would mask increased 
station noise. 


Although no pumping equipment would be installed 
at Burnaby, the District was concerned about the 
potential for noise in the vicinity of the tank farm, 
and submitted evidence regarding its by-law restric- 
tions on noise during construction and operations. 


During the Vancouver sitting, Trans Mountain indi- 
cated that it was prepared to review projected noise 
levels with the District and to comply with the re- 
quirements of the District’s noise by-law during both 
construction and operations. 


With reference to the Burnaby Terminal, Trans 
Mountain did not anticipate any excessive noise re- 
sulting from the operation of the vapour-scrubbing 
equipment, and further undertook to monitor noise 
levels to ensure that they conformed with the Dis- 
trict’s noise by-law. 


Decision 


Trans Mountain’s estimates of operational 
noise levels are within an acceptable range. 
The Board, therefore, does not anticipate any 
adverse impacts due to noise as a result of the 
proposed Stage 1 expansion. 


The Board is satisfied with Trans Mountain’s 
undertaking to comply with the requirements 
of the District’s noise by-law and directs Trans 
Mountain to report to the Board on noise levels 


at the Burnaby Terminal in accordance with 
Condition 9 (ii) of Order No. XO-1-88. 


5.9 Site Aesthetics at the Burnaby Terminal 


Several intervenors expressed concerns about the 
visual appearance of the proposed new tanks. Sub- 
missions by the North Burnaby Group and by Barry 
Jones, M.L.A., emphasized concerns over deteriora- 
ting scenic views. 


The Applicant has agreed to cooperate with the Dis- 
trict to minimize the visual impact of the proposed 
new tanks on surrounding residential areas. Trans 
Mountain indicated that the new tanks would be 
painted green to blend with the existing landscape 
and that the height of the containment dikes could 
be increased to reduce the apparent height of the 
new tanks when viewed from below the terminal. In 
addition, the Applicant indicated that it would be 
working with the District to find other ways of ca- 
mouflaging the geodesic domes. 


Decision 


The Board is of the view that the proposed 
measures for reducing the visual impact of the 
three new tanks will be helpful in harmonizing 
the site with the surrounding environment. 
The Board expects Trans Mountain to continue 
its discussions with the District regarding site 
aesthetics at the Burnaby Terminal. 


5.10 Contingency Planning 


The application stated that environmental protection 
measures would be incorporated into Trans Moun- 
tain’s construction specifications and that inspectors 
would ensure the correct implementation of those 
measures. It was further indicated that Trans 
Mountain’s construction specifications would include 
containment measures for any hazardous construc- 
tion materials. 


The Applicant stated that, where necessary, contain- 
ment dikes would be built on sloped areas to confine 
any oil spills to the station property. It was further 
indicated that Trans Mountain’s system contingency 
plans were being revised in accordance with the 
Board’s requirements. Those plans would be filed 
with the Board for approval in October 1988. 


Trans Mountain indicated that its revised plans 
would include emergency measures for the Burnaby 
and Westridge Terminals. The Applicant added 
that, for safety and environmental protection, con- 
tainment dikes, such as those around the existing 
tanks, would be built around the new Burnaby tanks 
in accordance with the standards of the National 
Fire Code. Each dike would have a containment ca- 
pacity of 1.1 times the individual tank volume. 


Trans Mountain provided additional information on 
the measures currently used to prevent damage to 
the environment during loading operations at West- 
ridge. For example, containment booms are used to 


encircle vessels as they load, thereby isolating the 
area should a spill occur. As well, Trans Mountain 
retains the services of Burrard Clean for the purpose 
of responding to such emergencies. 


Trans Mountain discussed its plans to install fixed, 
rigid loading arms at Westridge to increase the 
safety of loading procedures. Trans Mountain also 
provided details on its existing emergency response 
measures and described its staff-training programs, 
as well as its existing equipment for spill and fire 
control. 


Certain interested parties, in particular the North 
Burnaby Group and Mr. K.R. Boyce, argued that the 
Board should not approve the application without 
first having Trans Mountain’s updated contingency 
plans available. 


Decision 


Trans Mountain’s existing contingency plans 
address safety procedures for the entire sys- 
tem, including the Burnaby and Westridge Ter- 
minals. Those plans were designed to deal 
with operational emergencies which might 
occur at Trans Mountain’s facilities. The pro- 
posed additional facilities at Burnaby will not 
change the type of potential operational inci- 
dents from those already addressed in Trans 
Mountain’s existing contingency plans. There- 
fore, while Trans Mountain has undertaken to 
file revised plans in October 1988, the Board is 
of the view that the existing plans are adequ- 
ate for its assessment of the proposed expan- 
sion. As discussed in section 4.2, Trans Moun- 
tain will be required to file its updated plans 
by 31 October 1988, and interested parties will 
be afforded an opportunity to comment. 


5.11 Requirement for a Comprehensive 
Environmental Impact Assessment 


As part of the Burnaby proceedings, interested par- 
ties raised the issue of the requirement for a compre- 
hensive environmental impact assessment regarding 
Trans Mountain’s proposal to add three new tanks. 
Witnesses from Environment Canada indicated that 
although several other review processes are in place, 
such as the federal Environmental Assessment and 
Review Process (EARP) and the Code of Recom- 
mended Standards for the Prevention of Pollution in 
Marine Terminal Systems (TERMPOL), those pro- 
cesses would not apply to Trans Mountain’s present 
application before the Board. 
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Decision 


The Applicant has met the requirements of sec- 
tion 49 of the NEB Act, including the applicable 
paragraphs of Part VI (Environmental Infor- 
mation) of the Schedule to the Rules of Prac- 
tice and Procedure. The application contains 
all of the information required by the Board to 
evaluate the environmental impacts of the pro- 
ject. Therefore, the Board does not require 
further environmental information from Trans 
Mountain. 


5.12 Requirement for the Consideration of 
Further Studies 


Some intervenors voiced concerns regarding the 
potential health hazards associated with Trans 
Mountain’s proposal and the necessity, therefore, to 
consider the results of ongoing studies such as a tri- 
level government inquiry into the transportation of 
dangerous goods, and a federal-provincial-regional 
study of hydrocarbon emissions and ozone levels in 
the Greater Vancouver area. Other studies men- 
tioned for consideration included studies by the U.S. 
Coast Guard into emission control at marine loading 
terminals, and the Burnaby Health Department’s re- 
search, conducted by Dr. Clyde Hertzman of the 
University of British Columbia, into the health ef- 
fects of hydrocarbon emissions. 


Decision 


The Board is not convinced that the referenced 
ongoing studies are essential to its review of 
Trans Mountain’s application. Developments 
pertaining to these studies will be monitored 
to ensure that Trans Mountain complies with 
the most current standards. 


5.13 Long-Range Planning and Community 
Involvement 


The issue of development planning was also noted as 
a concern. The North Burnaby Group described the 
potential conflict between Trans Mountain’s facilities 
and developments such as nearby residential areas, 
Barnet Beach Park and a possible commuter rail ser- 
vice. Several groups and individuals called for the 
submission of a long-range development plan by 
Trans Mountain, as well as the eventual phasing-out 
and relocation of Trans Mountain’s Burnaby fa- 
cilities. 

Some interested parties also requested an oppor- 


tunity for further involvement between Trans Moun- 
tain and the local community. For example, the Bur- 
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naby Citizens’ Association indicated that Trans 
Mountain did not sufficiently involve the public be- 
fore filing the application. 


Decision 


The issue of long-range development planning 
was not thoroughly examined in the context of 
the new facilities at Burnaby proposed by 
Trans Mountain. The Board, however, expects 
Trans Mountain to keep the District of Bur- 
naby advised of any of its plans which might 
have an impact on local communities. With re- 
spect to the requirement for community invol- 
vement, the Board notes the Applicant’s cur- 
rent initiatives in this regard, for example the 
efforts to increase the accessibility of its new 
Burnaby Terminal office by constructing the 
building outside the terminal’s security fence. 
The Board would encourage Trans Mountain to 
keep local communities informed on any of its 
activities which might affect residents. 


5.14 Clarification of the Board’s Jurisdiction 


Several participants at the hearing expressed frus- 
tration at the difficulty in determining which govern- 
mental agency has responsibility for dealing with air 
and water pollution problems in the North Burnaby 
area. They asked that the Board clarify its jurisdic- 
tional responsibilities for regulating emissions to the 
air and water from Trans Mountain’s facilities in 
North Burnaby. 


Under the NEB Act, the Board regulates the con- 
struction and operation of interprovincial and inter- 
national pipeline facilities. When considering an ap- 
plication to construct and operate facilities, the 
Board may have regard to any public interest that in 
the Board’s opinion may be affected by the granting 
or refusing of the application. This includes a con- 
sideration of possible environmental concerns relat- 
ing to the construction and operation of the proposed 
facilities. The Board’s Rules of Practice and Proce- 
dure set out the information to be filed in support of 
an application and this includes information to en- 
able the Board to address environmental matters. 
To ensure that certain standards or practices are fol- 
lowed during construction and operation and to mi- 
nimize adverse effects on the environment, the 
Board may impose conditions in any authorization 
which it grants. In addition, the Board has the auth- 
ority, with the approval of the Governor in Council, 
to make general regulations which provide for the 
protection of the environment and the safety of the 
public and to which all pipeline companies must con- 
form. 


In the context of Trans Mountain’s operations in the 
North Burnaby area, the Board has jurisdiction to 
deal with emissions to the air and water only insofar 
as these relate to the construction and operation of 
Trans Mountain’s interprovincial pipeline facilities. 


Other governmental bodies such as Environment Ca- 
nada, Canadian Coast Guard, the B.C. Ministry of 
the Environment and Parks, the GVRD, the Corpor- 
ation of the District of Burnaby, and the Vancouver 
Port Corporation have various responsibilities for 
monitoring air and water quality in the North Bur- 
naby area and regulating related emissions. Certain 


of those agencies have general responsibilities while 
others have more specific authority related to one or 
more issues. As with the Board, their responsi- 
bilities are determined by the legislative mandates 
under which they operate. Although the Board exer- 
cises its powers independently, it does have appro- 
priate regard to the standards and guidelines of 
other agencies, and maintains a dialogue with these 
agencies in order to keep informed on any changes in 
their standards or guidelines, or in the way they 
exercise their mandates. 
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Chapter 6 
Economic Matters 


6.1 Economic Benefits 


Trans Mountain submitted a social cost-benefit 
study of the proposed Stage 1 expansion. Under the 
base case assumptions it was estimated that the pro- 
ject would yield net benefits of $405 million (figures 
in 1987 dollars discounted at a real rate of 8 per- 
cent). 


The Applicant also submitted a sensitivity analysis 
of the Stage 1 project assuming 5, 10, and 15 percent 
reductions in the incremental throughput volumes of 
heavy crude oil. This analysis indicated that, even if 
export volumes turned out to be 15 percent lower 
than assumed in the base case, the project would 
yield net benefits of $315 million. 


No intervenors provided evidence or argued that the 
project would not yield economic benefits to Canada. 
Concern was expressed, however, that the costs of 
the potential negative environmental impacts were 
not taken into account in the analysis. 


Decision 


The Board has examined the cost-benefit ana- 
lysis submitted by the Applicant. The Board 
recognizes that this analysis is necessarily 
based on many assumptions and long-range 
forecasts and that, consequently, the economic 
effects of the project may turn out to differ sig- 
nificantly from those estimated by the Appli- 
cant. 


Nonetheless, given the size of the projected net 
benefits, the Board is satisfied that even if con- 
ditions turned out to be much less favourable 
than assumed by the Applicant, the Stage 1 ex- 
pansion would still yield significant economic 
benefits to Canada. 


The Board notes that Trans Mountain has not 
included any potential environmental costs in 
the cost-benefit analysis. While a cost-benefit 
analysis should take into account all environ- 
mental costs, in this case, the quantification of 
the potential environmental costs would be ex- 
tremely difficult. Nevertheless, under reason- 
able assumptions the potential environmental 
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costs would be small in relation to the calcu- 
lated net benefits. 


6.2 Socio-Economics 


Trans Mountain submitted a study that estimated 
the economic and employment impact of the pro- 
posed facilities expansion on the District of Burnaby 
and the Greater Vancouver Regional District. The 
study concluded that the Trans Mountain expansion 
project would add about $16 million (1987 dollars 
discounted at a real rate of 8 percent) to the local 
economy. 


The study estimated that the project would directly 
generate 70 man-years of local employment during 
the construction phase and 12 man-years continuing 
over the 21-year life of the project. In addition, it 
was estimated that the project indirectly would cre- 
ate 13 man-years of employment. 


Based on these estimates, the Applicant argued that 
the Burnaby/Vancouver area would benefit from the 
project. 


Two intervenors, Irene M. Gordon and Lawrence A. 
Boland, argued that the local economic impact study 
was unreliable. They maintained that the study was 
based on incomplete or arbitrary assumptions and 
that possible negative impacts on local residents 
were disregarded. 


Decision 


In evaluating the economic desirability of a 
project, the Board generally relies on a cost- 
benefit analysis rather than on an economic 
impact analysis. The reason is that a cost- 
benefit analysis attempts to quantify whether 
undertaking a project would result in an effi- 
cient use of resources and be in the economic 
interests of the country. An economic impact 
assessment, however, does not measure effi- 
ciency. It merely shows how an injection of 
funds will generate economic activity. Under 
this type of analysis all expenditures on capital 
and labour are shown as "benefits", whereas, 
more appropriately, these should be con- 
sidered to be economic costs. 


This notwithstanding, where a project would 
have a severe economic impact on a com- 
munity, the Board may want to place some 
weight on the results of a local economic im- 
pact study. Such is not the case for Trans 
Mountain’s application. Although the Board 
finds that the economic impact assessment 
presented by Trans Mountain suffers from the 


defects outlined by the intervenors who ques- 
tioned Trans Mountain’s witness, this is not 
critical because the Board has not given the as- 
sessment any weight. To assess the economic 
effects of the project the Board has relied on 
the cost-benefit analysis referenced in section 
6.1. 
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Chapter 7 
Financing 


In its application, Trans Mountain indicated that it 
planned to finance the construction of the proposed 
additional facilities through the use of internally- 
generated funds and interim bank financing which 
would be replaced by long-term debt. In support of 
its position, the Company submitted copies of letters 
from the Canadian Imperial Bank of Commerce and 
Gordon Capital. 


During the hearing, a Trans Mountain witness testi- 
fied that financing would be available provided that 
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the Board approved construction of the facilities and 
approved a reasonable return on the investment. 


The intervenors did not challenge the Company’s po- 
sition in this matter. 


Decision 


The Board believes that Trans Mountain will 
be able to obtain the necessary financing for 
the proposed facilities and that its proposed 
method of financing the project is reasonable. 


The Board finds that the proposed Stage 1 fa- 
cilities are required and appropriate to trans- 
port the 1990 forecast throughput volumes. 
The Board is satisfied that the facilities can be 
constructed and operated safely and with mini- 
mal adverse environmental impact. 


Chapter 8 
Decision on Stage 1 Facilities 


Therefore, the Board finds the proposed Stage 
1 expansion to be in the public interest. Order 
No. XO-1-88, included as Appendix I of these 
Reasons, authorizes Trans Mountain to con- 
struct the Stage 1 facilities. This order will be 
subject to the conditions contained therein. 


21 


Chapter 9 
Toll Design 


9.1. Introduction 


Trans Mountain’s approved toll design methodology 
is comprised of three components: a basic light 
crude oil transportation toll (basic toll); special char- 
ges applicable to specific hydrocarbon streams and to 
the Edson gathering facility; and a surcharge for 
heavy crude oil shipments. The basic toll, which is 
determined on a volume-distance basis, is based on a 
combined cost of service for receipt, transportation 
and delivery. 


The special charges for refined petroleum products 
and the Shell special stream are fixed monthly char- 
ges, while the Edson gathering toll is determined on 
a volumetric basis. The heavy crude oil surcharge is 
presently set at 15 percent of the basic toll and is in- 
tended to cover both increased operating costs and 
capacity reduction effects. 


In its application, Trans Mountain proposed that the 
heavy crude oil surcharge be revised to 21 percent 
when the Stage 1 facilities are placed in service. The 
21 percent would consist of a 15 percent fuel and 
power surcharge and a 6 percent capacity surcharge. 
Trans Mountain did not apply for fuel and power or 
capacity surcharges or credits for refined and semi- 
refined products. 


The toll issues before the Board in these proceedings 
were as follows: 


(i) the appropriateness of rolling the capital and 
operating costs of the applied-for Stage 1 and 2 
facilities and the current special facilities into 
the basic transportation service rate base and 
cost of service used to determine the basic toll; 


(ii) the appropriate methodologies for calculating 
heavy crude oil surcharges to reflect capacity 
utilization and fuel and power costs; and 


(ii) the need for and appropriate methodologies for 
calculating credits or surcharges to be applied 
to the transportation of refined and semi- 
refined products to reflect capacity utilization 
and fuel and power costs. 


9.2 Applied-for Facilities 
9.2.1 Toll Treatment of Applied-for Facilities 


Trans Mountain applied to roll the costs associated 
with the applied-for Stage 1 expansion into the exist- 
ing basic transportation service rate base and cost of 
service. 


Trans Mountain suggested that, because the pipeline 
is a mature system and, therefore, substantially de- 
preciated, a stand-alone treatment of the applied-for 
facilities would be inappropriate. Trans Mountain 
stated that the stand-alone approach is based on a 
recognition of the historical position of shippers and 
would result in an uneconomic charge to the new 
shippers. Trans Mountain presented evidence which 
indicated that if tolls for the applied-for Stage 1 fa- 
cilities were set on an incremental or stand-alone 
basis for heavy crude oil shippers, the result would 
be a heavy crude oil surcharge of more than 100 per- 
cent in the early years of the expansion. 


The evidence also indicated that rolling the facilities 
into the basic transportation service cost pool would 
result in an increase in the basic toll of less than two 
cents per cubic metre for 1990. Trans Mountain 
forecast that the basic toll would be $7.560 per cubic 
metre in 1990, assuming that the Stage 1 expansion 
was approved and that the projected throughput 
forecast for heavy crude oil materialized. If the ex- 
pansion were not approved and there were only 
1 300 m°/d of heavy crude oil and 24 000 m°/d of 
light crude oil, Trans Mountain forecast that the 
1990 light crude oil toll would be $7.546 per cubic 
metre. 


The evidence indicated that, if the Stage 1 expansion 
occurred but no incremental volumes of heavy crude 
oil were to flow through the system, the basic light 
crude oil toll would be about $9.50 per cubic metre. 


Intervenors, with the exception of the Airlines, the 
Independent Petroleum Association of Canada 
(IPAC) and Chevron, gave their unqualified support 
to the roll-in of the applied-for facilities for one or 
more of the following reasons: 


(i) the facilities are required to transport the total 
forecast throughput and are not specifically at- 
tributable to any single stream; 


Gii) the facilities are of a level and nature of those 
required for basic transportation service; 


(iii) the facilities are for the use of all shippers and 
are capable of providing service to shippers of 
all streams; and 


(iv) all shippers derive a substantial benefit from 
not being forced into allocation. 


While IPAC acknowledged that the existence of the 
additional tankage at Burnaby and Edmonton will 
provide operating flexibility to Trans Mountain and 
benefits to all shippers, it concluded that the level 
and nature of the additional tankage at Burnaby ex- 
ceeds or is inconsistent with the level and nature of 
tankage provided in basic service for existing ship- 
pers. IPAC submitted that the need for the applied- 
for tankage at Burnaby is caused, in large part, by 
the much reduced delivery rate that can be accom- 
modated by ocean-going vessels. IPAC recom- 
mended that the cost of tankage be rolled in only to 
the extent that the ratio of tankage volumes to 
throughput volumes is reasonably similar for all 
shippers. In support of its position, IPAC noted that, 
while tanker-bound oil volumes will represent 22 
percent of Burnaby deliveries, these volumes would 
use 45 percent of available tankage. 


Imperial did not share IPAC’s position, noting that 
heavy crude oil’s use of tanks at Edmonton, on a per- 
centage basis, is considerably less than its share of 
throughput. Imperial stated that the real question 
raised by IPAC is whether Trans Mountain should 
examine the relative use of tankage by each individ- 
ual product stream and shipper and develop separ- 
ate charges accordingly. Imperial submitted that 
such an examination is unnecessary and undesir- 
able. 


While Chevron was not opposed to the roll-in of the 
Stage 1 facilities, it suggested that the approval of 
the expansion should be subject to certain condi- 
tions. A discussion of Chevron’s position follows in 
Section 9.2.2. 


Decision 
The Board believes that the applied-for Stage 1 


facilities, including all of the applied-for tank- 
age at Burnaby, are of a level and nature re- 


quired for basic transportation service. Ac- 
cordingly, the Board directs that the cost of the 
_applied-for Stage 1 facilities be rolled into the 
basic transportation service rate base and cost 
pool. 


9.2.2 Financial Guarantees for the Cost of New 
Facilities 


During these proceedings, various parties addressed 
the need for some form of financial guarantees or 
other back-stopping arrangements which would shift 
the risk of a failure of projected throughputs to ma- 
terialize onto the parties who stood to benefit from 
the expansion. 


As part of its final argument, Chevron maintained 
that, as a condition precedent to approving the ex- 
pansion, the Board must be satisfied that either: 


(i) the facilities are reasonable, necessary and not 
excessive for the legitimate purposes of the 
utility; or, 


Gi) to the extent that this is not the case, adequate 
safeguards exist to ensure that any proposed fa- 
cilities that are unreasonable, unnecessary or 
excessive, are not paid for by the existing cap- 
tive customers of Trans Mountain. 


Chevron contended that, as a shipper of only light 
crude oil, it would not benefit from the proposed 
Stage 1 expansion. On the contrary, because of the 
uncertainty regarding heavy crude oil throughput 
projections, it would face substantial risk of in- 
creased transportation costs if the projected through- 
puts did not materialize and the expanded facilities 
were not used. Chevron argued that the Board 
should impose conditions that would shift that risk 
onto the heavy crude oil shippers who, in Chevron’s 
view, were the beneficiaries of the expansion. Chev- 
ron proposed that Trans Mountain be required to 
enter into throughput agreements or equivalent 
back-stopping support arrangements with the heavy 
crude oil shippers. 


In final argument, the Airlines supported the imposi- 
tion of some form of support arrangement on the 
heavy crude oil shippers as a condition of approval of 
the Stage 1 facilities. 


The Applicant and several other intervenors argued 


that the increased capacity provided by the expan- 
sion would benefit all shippers in that it would avoid 
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the need to apportion the volumes tendered for 
transmission. In their view, it would be inappropri- 
ate to require the heavy crude oil shippers or Trans 
Mountain to assume the financial risk of facilities 
which benefit all shippers. Instead, the Board 
should satisfy itself that the facilities are necessary 
before approving them. 


Chevron countered that, if faced with the prospect of 
allocation on an ongoing basis, it had at its disposal 
various options to protect its domestic market re- 
quirements such as applying for priority status 
under the provisions of Trans Mountain’s tariff or in- 
creasing its nomination up to its refinery’s capacity. 
Chevron also argued that, even with an expansion of 
the Trans Mountain system, the possibility of alloca- 
tion would re-emerge if producers of heavy crude oil 
attempted to export greater volumes via Trans 
Mountain than those required to support the Stage 1 
facilities. 


Decision 


Under Part II of the NEB Act, the Board con- 
siders whether the proposed expansion is and 
will be required by the present and future pub- 
lic convenience and necessity. If the Board 
were persuaded that any of the applied-for fa- 
cilities were unreasonable, unnecessary or ex- 
cessive the Board would simply not approve 
them. It would be inappropriate for the Board 
to base its decision regarding these facilities 
on whether an individual shipper is likely to 
benefit from the expansion. 


Requiring Trans Mountain to enter into 
throughput agreements or obtain other finan- 
cial guarantees from the heavy crude oil ship- 
pers as a condition precedent to the approval 
of an expansion to an existing mainline trans- 
mission system would be an unusual step. 
Given that the Board has decided that the 
throughput forecast is reasonable and that the 
proposed facilities are necessary to transport 
the totality of the projected volumes, the Board 
has concluded that it would not be appropriate 
to impose such a condition. 


9.3 Toll Treatment for Special Facilities 


Trans Mountain applied to roll the costs associated 
with the existing special facilities charges, with the 
exception of the crude oil loading charges at West- 
ridge Terminal, into the rate base and cost of service 
used to derive the basic toll. 


Trans Mountain contended that the special charges 
pertain to essential components of the basic trans- 
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portation of refined and semi-refined petroleum and 
that the handling of these materials requires fa- 
cilities essentially identical to those used for the re- 
ceipt and delivery of light crude oil. The Company 
further submitted that the imposition of additional 
special charges for basic transportation services 
identical to that provided for light crude oil is no 
longer justified. 


Trans Mountain suggested that the special facilities 
charges may have been appropriate during the peri- 
od when it was primarily a light crude oil line and 
when the feasibility of transporting refined and 
semi-refined products on the system was still being 
established. However, the Company pointed out that 
it is now shipping various hydrocarbon streams on a 
regular basis and that the current circumstances 
warrant a review of the overall system toll design to 
ensure consistency in the application of toll-making 
principles. 


Trans Mountain now views itself as a common car- 
rier of a variety of hydrocarbons and therefore be- 
lieves it has an obligation to provide the same basic 
transportation service to shippers of different hydro- 
carbon streams. 


Trans Mountain stated that the proposed rolling-in 
of special charges is non-discriminatory, economi- 
cally sound, cost-based to the extent practical, fair, 
easy to administer, and predictable. 


Amoco Canada Petroleum Company, Ltd. (Amoco) 
concluded that the determination of whether a fa- 
cility should be classified as special or as part of 
basic transportation service depends, in part, on how 
the particular pipeline system has developed over 
time. For example, Amoco stated that it would be 
unfair to provide delivery service to one shipper as 
part of basic transportation service while surcharg- 
ing others for delivery service. 


Trans Mountain and Petro-Canada took the position 
that basic service on the Trans Mountain system 
should be defined using a functional concept for all 
streams. They believed that basic service should 
consist of receiving, transmission and delivery, in- 
cluding tankage, because the facilities associated 
with these functions are essential elements of basic 
transportation service. 


Petro-Canada stated that rigorous application of the 
user-pay approach is inconsistent with the reality of 
Trans Mountain’s multi-stream pipeline operation 


and does not give proper recognition to the basic ser- 
vice concept. 


IPAC believed that the concept of basic service, as 
defined by Trans Mountain for toll design, becomes 
inappropriate as the requirements for storage, termi- 
nalling and transportation facilities evolve uniquely 
for each shipper. IPAC was of the view that, in the 
long run, it may be desirable that the basic services 
such as receiving, transmission and delivery be un- 
bundled for toll-setting purposes. 


A number of intervenors submitted that a facility 
might not fall within the definition of basic trans- 
portation service within the existing toll framework 
if the facility were beyond the level and nature of the 
service normally provided as part of basic transport- 
ation service, or if the cost of the facility were signifi- 
cantly higher than the cost of providing a corre- 
sponding facility for an equivalent throughput vol- 
ume of light crude oil. 


Decision 


The Board believes that the capital and opera- 
ting costs of facilities on the Trans Mountain 
system should be rolled into the common rate 
base and cost pool if the facilities are of a level 
and nature required to provide a basic trans- 
portation service for a multi-stream pipeline 
system. This recognizes that the basic toll in- 
cludes the costs of providing similar services to 
all hydrocarbon streams. 


The Board will apply this test to determine the 
appropriate toll treatment for each of the spe- 
cial charges currently in effect on the Trans 
Mountain system. 


9.3.1 Refined Product Charges 


Trans Mountain applied to roll in the facilities dedi- 
cated to serving Petro-Canada and Imperial for the 
following reasons: 


"TMPL is a single pipe batch system. The provi- 
sion of receipt, transmission and delivery fa- 
cilities are essential elements of the basic trans- 
portation service. Transportation of refined pro- 
ducts, which was experimental in 1985, has 
become a basic service. The special facilities 
provided in the Petro-Canada and Esso agree- 
ments are now basic delivery facilities. The 
same is true of the Shell facilities. 


Rolling in the special facilities is an extension of 
the rate design adopted in the 1985 NEB deci- 

sion. Thus rolling in the cost of these facilities 
is consistent with TMPL’s goal and mandate to 
treat all shippers equitably. i. 


Trans Mountain stated that it was applying to roll in 
the cost of refined products receiving and delivery fa- 
cilities because they are now part of a routine ser- 
vice. Trans Mountain also stated that it was ap- 
plying to roll in the common refined products fa- 
cilities because they benefit other shippers on the 
line. 


Trans Mountain indicated that originally the refined 
products facilities were not rolled in because, with 
the exception of Petro-Canada, there was no shipper 
support and, therefore, the service charge concept 
was initiated in order to assure shippers that they 
were not carrying undue costs. 


Intervenors did not support Trans Mountain’s posi- 
tion to roll in all of the refined products special fa- 
cilities. Some intervenors were of the view that spe- 
cial charges should reflect only the differential costs 
between facilities normally required for light crude 
service and those required for the special hydrocar- 
bon streams. 


The Board’s decisions in respect of rolling in the 
capital and operating cost of the receiving, trans- 
mission and delivery facilities specially charged to 
refined products are provided separately in the fol- 
lowing sections. 


9.3.1.1 Dedicated Receiving Facilities 


Trans Mountain proposed to roll the two 406.4 mm 
receiving lines for Petro-Canada and one 508.0 mm 
receiving line for Imperial into the basic crude oil 
service. The Applicant was of the view that these re- 
ceiving lines are part of a basic receiving service pro- 
vided to any hydrocarbon stream. 


Trans Mountain submitted that all facilities owned 
by it, which are within its property boundaries and 


1. Exhibit B-9, Tab 2, pages 2-1 and 2-2. 


2. The approved 1988 rate base and revenue requirement for the 
receiving and delivery facilities specially charged to refined 
product shippers are $4.9 million and $1.5 million respectively, 
and for common facilities specially charged to refined product 
shippers they are approximately $2.5 million and $761,000. 
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which meet the test of being part of basic service, 
should be rolled in. Trans Mountain also noted that 
it owns two short lengths of Petro-Canada’s receiving 
lines which are outside the boundary of the Edmon- 
ton terminal. 


A company witness indicated that Trans Mountain’s 
proposal was consistent with a recent change in com- 
pany policy requiring that all new pipelines be 
owned by Trans Mountain at the point where they 
enter its property. Trans Mountain indicated that 
the light crude oil shippers historically provided and 
continue to provide their own receiving lines up- 
stream of the custody transfer meter at the Edmon- 
ton terminal. 


Imperial, Petro-Canada and Shell opposed rolling in 
the dedicated receiving lines because they are up- 
stream of the custody transfer meters. They were of 
the view that the refined products receiving lines 
owned by Trans Mountain at Edmonton should not 
be rolled in because the crude oil receiving lines are 
not owned by Trans Mountain. They saw somewhat 
of an inconsistency if the products lines upstream of 
the custody transfer meters were rolled into the 
basic transportation cost pool. 


Gulf Canada Resources (Gulf) recognized that receiv- 
ing and delivery are part of basic service but only 
within the context of different classes of service. In 
other words, the capital and operating costs of the 
receiving and delivery facilities for each hydrocarbon 
stream within a class could be rolled into the 
revenue requirement for that class and a separate 
toll could then be calculated for it. 


Amoco originally opposed rolling in the receiving 
lines but, under cross-examination, indicated that it 
could accept rolling in these facilities if they came 
within the definition of basic service and if they were 
within the normal boundary of Trans Mountain’s 
property. 


Decision 


Trans Mountain has applied to roll in the re- 
ceiving lines on a basis which would be con- 
sistent with its current corporate policy of 
owning all receiving lines within its property 
boundary at Edmonton. However, the receiv- 
ing lines for other hydrocarbon streams which 
are located upstream of the custody transfer 
meters are not owned by Trans Mountain. 
Consequently, the Board believes that to roll in 
the costs of the receiving lines located up- 
stream of the custody transfer meter for Petro- 
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Canada and Imperial would provide those 
shippers with a receiving service which is in- 
consistent with the level of service presently 
provided to the other hydrocarbon streams. 


Accordingly, Trans Mountain’s application to 
roll in the costs associated with the dedicated 
receiving lines of Imperial and Petro-Canada is 
denied. The Board directs Trans Mountain to 
roll in only the capital and operating costs, if 
any, associated with the special facilities lo- 
cated downstream and inclusive of the custody 
transfer meters at the Edmonton terminal. The 
remaining surchargeable capital and operating 
costs should continue to be recovered through 
a fixed monthly charge. 


9.3.1.2 Common Refined Products Facilities 


Trans Mountain proposed to roll in the following 
transmission-related facilities currently being spe- 
cially charged to Petro-Canada and Imperial: 


(i) metering facilities at Edmonton; 


(ii) mainline modifications and additions to mi- 
nimize contamination and provide for interface 
detection and automatic scraper launching and 
bypass; and 


(iii) expansion of the central control system to ac- 
commodate additional data and the automation 
of certain refined products facilities. 


Trans Mountain took the position that, except for 
some $32,200 of quality control costs! that benefit 
only the shippers of refined products, the trans- 
mission-related special facilities provide a common 
benefit to all shippers. 


Gulf opposed the rolling in of the common facilities. 
A Gulf witness was not convinced that the facilities 
required to ensure batch segregation and reduce con- 
tamination of the refined products would have been 
required for the shipment of other hydrocarbon 
streams. 


Imperial looked at the hardware required to provide 
light crude oil service and determined that, if the 
refined products facilities were similar, they should 
be rolled in. On the basis of its test, Imperial would 
exclude only the colour analyzers and associated con- 
trol systems. 


1. Exhibit B-42 


Amoco would not roll in the modifications for auto- 
matic scraper launching and bypass. It took the po- 
sition that, although the facilities provide some addi- 
tional benefit, they are not necessary and are really 
there because of the refined products. 


Shell was of the view that the quality control items 
for refined products should not be rolled in because 
they are different from those required for crude oil 
and, therefore, should not be considered as being 
part of basic service. 


Petro-Canada was of the view that most of the main- 
line modifications such as the installation of inter- 
face detection equipment and the removal of dead 
legs should be included in the basic transportation 
service rate base because they enhance the efficient 
operation of the pipeline system for the benefit of all 
shippers. Petro-Canada also believed that facilities 
such as scrapers provide a necessary basic service on 
a multi-stream pipeline system. 


However, Petro-Canada believed that the cost of the 
colour analyzers should be paid by shippers of 
refined products through a special charge. 


Decision 


Trans Mountain has changed from a single hy- 
drocarbon stream pipeline to one that handles 
a multiplicity of streams through a single 
mainline system. While recognizing that cer- 
tain modifications to the mainline were in- 
itially made in order to allow refined products 
streams access to the system, the Board has 
been persuaded that many of these modifica- 
tions, such as the interface detectors and the 
facilities and equipment required to minimize 
cross-contamination, generally enhance the 
overall efficiency of the system. However, 
there are certain items or modifications which 
are related only to the provision of service to 
Petro-Canada and Imperial. 


Having regard to the changed nature of the 
operation of the Trans Mountain system, the 
Board directs that the costs of the common 
refined product facilities, with the exception of 
the colour analyzers and the quality control 
costs identified by Trans Mountain, be rolled 
into the basic transportation service rate base 
and cost of service. The capital and operating 
costs of the remaining specially-charged fa- 
cilities should continue to be recovered in a 
fixed monthly charge. 


9.3.1.3 Dedicated Delivery Facilities 


Trans Mountain proposed to roll in the following 
dedicated delivery facilities located at Kamloops: de- 
livery, relief and metering facilities for Petro-Canada 
and Imperial; land opposite the Petro-Canada termi- 
nal; and one 168 mm re-injection line for Imperial. 


Trans Mountain’s position was that these measure- 
ment and delivery facilities are part of the basic de- 
livery service and should be rolled in for that reason. 


Consistent with its position regarding receiving 
lines, Shell indicated that it would include delivery 
facilities up to and including the custody transfer 
meter in the basic delivery service. 


Imperial took the position that only the delivery, re- 
lief and metering facilities for Petro-Canada and Im- 
perial, and the re-injection facilities associated with 
its re-injection line should be rolled in because they 
are of a level and nature of facilities provided for 
light crude oil. However, Imperial would not roll in 
the re-injection line upstream of the re-injection 
point. 


Petro-Canada would roll in all the dedicated delivery 
facilities. Petro-Canada would not roll in the re-in- 
jection line because this particular facility is not pro- 
vided as a basic service at any other terminal for any 
other shipper. It would appear to be a unique ser- 
vice provided for Imperial which should be paid for 
by Imperial on a special charge basis. However, if 
there is a meter on the line, Petro-Canada would 
support rolling the facilities downstream and inclu- 
sive of the meter into the basic transportation ser- 
vice rate base. 


With respect to the land opposite its terminal, Petro- 
Canada believed that this land should be included in 
the common rate base. Petro-Canada noted that re- 
lief facilities are located on this land and that Trans 
Mountain made it clear in evidence that these fa- 
cilities benefit the entire system. 


Amoco originally opposed Trans Mountain’s proposal 
but, under cross-examination, indicated that, if de- 
livery facilities were within the concept of basic ser- 
vice and the norm provided to other shippers, it 
would not oppose their inclusion in the basic trans- 
portation service rate base. 


Gulf was of the view that, since the facilities can 


only be used by one shipper, they should not be 
rolled in. 
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Decision 


The dedicated delivery facilities, while provid- 
ing a basic service only to the refined product 
shippers, are of a level and nature which either 
would be required to provide basic crude oil 
service at Kamloops or are currently required 
to provide basic crude oil delivery service at 
Burnaby. Consistent with its decision regard- 
ing receiving lines, the Board directs that 
Trans Mountain include only the capital and 
operating costs of the refined products dedi- 
cated delivery facilities located upstream of 
and inclusive of the custody transfer meter in 
the basic service cost pool. The remaining sur- 
chargeable capital and operating costs are to 
be recovered through a fixed monthly charge. 
Regarding Imperial’s re-injection line, all costs, 
with the exception of those associated with the 
re-injection point itself, are to be recovered 
through a fixed monthly charge. 


None of the intervenors supported Trans Mountain’s 
proposal to roll in all of the Shell special stream fa- 
cilities. IPAC, Imperial, Gulf and Amoco opposed 
rolling in any of the Shell special stream charges. 


Shell stated that it could accept the 406 mm delivery 
line as a special charge facility, acknowledging that 
this facility, while within Trans Mountain’s property 
boundaries, is downstream of the custody transfer 
point at the Burnaby terminal. Shell also under- 
stood that Trans Mountain had to acquire additional 
property rights to build the line and that this addi- 
tional property is certainly not within the normal 
boundary of the Burnaby terminal. 


Petro-Canada supported the rolling in of the 610 mm 
line because it appears that the dock line is going to 
be used more frequently and by more shippers. 
However, Petro-Canada did not support rolling in 
the other Shell special stream charges. 


9.3.2 Shell Special Stream Charges 


Trans Mountain proposed to roll the capital and 
operating costs associated with the Shell special 
stream facilities, as described below, into the basic 
transportation service rate base and cost of service: 


(i) the 610 mm delivery line from the Burnaby ter- 
minal to the Westridge terminal (Westridge 
dock line) located on a right-of-way granted to 
Trans Mountain (presently 50 percent allocated 
to Shell special stream service); 


(ii) the 406 mm delivery line from Westridge to 
Shell’s refinery; 


Gi) the right-of-way; and 
(iv) the control equipment and instrumentation. 


Trans Mountain stated that allocation of 50 percent 
of the Westridge dock line to Shell was made when 
there was little prospect for other use of the line. In 
view of the current and prospective use of the line for 
tanker loading, Trans Mountain believed that it is no 
longer appropriate to allocate 50 percent of the West- 
ridge dock line to Shell. 


Regarding the 406 mm delivery line, Trans Moun- 
tain acknowledged that this facility is located on 
property outside its Burnaby terminal. It was of the 
view that the right-of-way was acquired and the line 
constructed to provide Shell with a basic delivery 
service similar to that provided for other hydrocar- 
bon streams. 
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Decision 


The Board recognizes that, at the time Shell 
and Trans Mountain entered into the agree- 
ment whereby Shell agreed to pay 50 percent 
of the Westridge dock line costs, Shell was ex- 
pected to be the only user of the line. How- 
ever, the evidence indicated that, since the 
agreement was signed, this facility has been 
and will continue to be used by other shippers. 
The Board is of the view that the costs of a fa- 
cility which is in common use by a number of 
different streams should be rolled into the 
basic crude oil service. Trans Mountain is di- 
rected to include in the basic transportation 
service cost pool, the capital and operating 
costs of the Westridge dock line currently sur- 
charged to Shell. As well, the capital and oper- 
ating costs of the control equipment and the in- 
strumentation facilities are to be rolled into 
the basic service cost pool. 


Because the 406 mm line was built to provide a 
delivery service to Shell, and is not located 
within the normal property boundary of the 
Burnaby terminal, the Board considers that 
this facility and the right-of-way provide a 
unique service. Accordingly, Trans Mountain’s 
application to roll the associated capital and 
operating costs into the basic service cost pool 
is denied. 


1. The approved 1988 Shell special stream rate base and revenue 


requirement are approximately $477,000 and $187,000, 
respectively. 


9.3.3 Edson Gathering System 


Presently, the Company charges the shipper on the 
Edson gathering system a special charge for gather- 
ing services provided by Trans Mountain from the 
Edson gas plant into Trans Mountain’s Edson sta- 
tion. The Company acknowledged that this gather- 
ing activity is a service which is not usually con- 
sidered to be a normal common carrier service and 
that, in principle, it should continue to have a separ- 
ate toll. However, because the annual cost of service 
associated with these facilities is less than $36,000, 
Trans, Mountain was of the view that the service no 
longer warrants a special charge. It agreed that it 
would not be a burden to continue calculating a spe- 
cial charge for this system. 


In general, intervenors believed that, as a matter of 
principle, the Edson gathering service should con- 
tinue to be separately charged. However, Imperial 
thought that the service could be rolled into the basic 
service because provision of a separate toll is neither 
cost-effective nor warranted. 


’ Decision 


While the Board agrees that the annual cost of 
service of these facilities is relatively small, the 
Board is of the view that the service provided 
is of a unique nature and beyond the basic ser- 
vice provided to other users of the pipeline sys- 
tem. Consequently, the Company’s application 
to roll the cost of these facilities into the basic 
service cost pool is denied. 


9.4 Tankage Credits 


Petro-Canada and Shell took the position that those 
shippers who provide their own tankage should be 
given a credit against the basic light crude oil toll. 


Trans Mountain stated that, because the evidence is 
clear that both companies derive substantial benefit 
from Trans Mountain’s tankage, they should not be 
entitled to any credit. In support of its position on 
this issue, Trans Mountain referred to page 31 of the 
Board’s March 1985 Trans Mountain decision where- 
in the Board stated the following: 


"Although Gulf refined products do not use the 
tankage directly, the Board finds that the tanks 
are essential for the scheduling and efficient 
operation of the pipeline. The Board believes 
that it is appropriate for refined products ship- 
pers to pay the full crude oil toll as tanks assist 
in the scheduling which makes the delivery of 


products possible. The Board is of the view that 
all shippers receive the benefits and, consequent- 
ly, all shippers should pay for the cost of tank- 
age.” 


Trans Mountain concluded that nothing of signific- 
ance has changed since the Board made that deci- 
sion. Trans Mountain stated that the tankage 
owned by Petro-Canada cannot be utilized by Trans 
Mountain in its scheduling, and thus is of no assist- 
ance to the Company. 


Trans Mountain noted that Shell’s special stream 
uses Trans Mountain’s Edmonton tankage and that 
Shell uses Trans Mountain’s Burnaby tanks in at 
least three ways. Firstly, when Shell wants to use 
its 406 mm line at Westridge for its special stream, 
crude oil in the 610 mm line to Westridge must be 
pumped back into the Burnaby tanks in order to 
clear the line for the special stream. Secondly, be- 
cause Shell lacks sufficient storage at its own Bur- 
naby facilities, Trans Mountain, from time to time, 
must hold the excess special stream in its Burnaby 
tanks. Finally, the interface between the special 
stream and the light crude oil in the batch goes into 
Trans Mountain’s tanks. 


Trans Mountain noted that Imperial did not advance 
a claim for tankage credits even though it uses the 
tanks in the same way as Petro-Canada. Imperial’s 
position on tankage credits was based on the Board’s 
March 1985 Trans Mountain decision on this issue. 
Imperial stated that the evidence in these proceed- 
ings supported the conclusion that all shippers enjoy 
benefits from system tankage and therefore, there 
appears to be no reason to assign tankage credits. 


In IPAC’s opinion, a valid argument can be made for 
providing tankage credits, similar to those provided 
by IPL, to shippers who do not use system tankage 
or provide their own. 


Gulf believed that there is a reasonable case for hav- 
ing a credit for tankage. 


Petro-Canada admitted that it derives a benefit from 
the Edmonton tanks because they assist in the sche- 
duling of batches and the efficient operation of the 
pipeline and that it uses Trans Mountain’s Burnaby 
tanks. However, Petro-Canada believed that its own 
tankage provides the Trans Mountain system with 
the same benefits as system tankage. Petro-Canada 
concluded that it is unjustly discriminatory to charge 
the same toll to a shipper who provides its own tank- 
age as to one who does not. 
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Shell noted that Trans Mountain has attempted to 
establish that all shippers should pay for tankage be- 
cause system tankage is a benefit to all shippers. 
Shell submitted that the issue is not one of the re- 
ceiving or balancing of benefits but one of the provi- 
sion of basic service and the development of cost- 
based tolls. 


Shell suggested that shippers should receive credits 
if an element of basic service is not provided to a 
shipper by Trans Mountain but is provided by the 
shipper itself. Shell also concluded that, in its case, 
such a credit should only apply to those volumes that 
flow directly into Shell’s tankage at its Shellburn re- 
finery. 


Decision 


The Board has been persuaded by the evidence 
that the issue is not one of the balancing of 
benefits but one of the provision of basic ser- 
vice. A shipper that does not use an element of 
basic service, such as tankage, should be en- 
titled to a credit for that service. Therefore, 
Trans Mountain is directed to develop a metho- 
dology for determining such tankage credits 
for those shippers who do not use receipt or 
delivery tankage and to include such credits 
and the methodology in its toll application for 
the 1989 test year. In the case of Shell, only 
those volumes that are "tight-lined" directly 
into the Shell refinery at Shellburn will be 
eligible for a tankage credit. 


9.5 Fuel and Power Surcharges/Credits 


Under Trans Mountain’s current toll design, relative 
fuel and power costs for the transportation of heavy 
crude oil versus light crude oil are reflected in the 
tolls by applying a surcharge to the light crude oil 
toll. During the hearing, the appropriate level of the 
heavy crude oil fuel and power surcharge was exam- 
ined. As well, the Board considered whether there 
should be fuel and power credits for refined and 
semi-refined products transported by Trans Moun- 
tain. 


9.5.1 Fuel and Power Surcharges for Heavy 
Crude Oil 


Trans Mountain applied for a 15 percent heavy 
crude oil fuel and power surcharge, to be effective 
when the Stage 1 facilities are placed in service. It 
was of the view that a surcharge level of 15 percent 
best reflects the extra variable costs associated with 
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transporting heavy crude oil. It also stated that the 
15 percent could be expected to remain an appropri- 
ate level even with varying throughputs. 


In estimating the level of fuel and power surcharge 
for heavy crude oil, Trans Mountain used an in- 
cremental cost approach and assumed optimal pump 
configurations in its computer simulations. Trans 
Mountain believed that this approach reflects the ac- 
tual costs which would be incurred in operating the 
pipeline and that the use of optimal pump configura- 
tions captures the true costs associated with differ- 
ent streams without penalizing any stream. 


IPAC, the Airlines, BP Resources Canada Limited 
(BP Resources), and Northridge Petroleum Market- 
ing Inc. (Northridge) generally supported Trans 
Mountain’s approach to estimating the heavy crude 
oil fuel and power surcharge. Although not advocat- 
ing any particular methodology, the Alberta Petro- 
leum Marketing Commission (APMC) indicated that 
it supported a 15 percent fuel and power surcharge. 


Imperial expressed concern that Trans Mountain’s 
proposed methodology for estimating the fuel and 
power surcharge used the incremental cost of power 
rather than the average cost of power. Imperial ar- 
gued that it is inappropriate for the heavy crude oil 
surcharge to reflect incremental unit costs of power 
because they are inflated by higher electric power 
demand charges incurred as a result of Trans Moun- 
tain’s batching operations. 


Amoco advocated a methodology which compares 
average fuel and power costs for light and heavy 
crude oils. Under this approach, the costs for each 
hydrocarbon stream are derived assuming that the 
pipeline is transporting only that crude oil type, at 
the pipeline’s sustainable capacity. According to 
Amoco, that methodology would result in a heavy 
crude oil fuel and power surcharge of 2.4 percent, 
after the Stage 1 facilities are in place. During 
cross-examination by Trans Mountain, Amoco’s wit- 
nesses admitted that Amoco’s approach assumed 
higher than forecast flows for both heavy and light 
crude oil, and that Amoco’s calculation of the sur- 
charge used power cost figures which were inappro- 
priate. 


Shell argued that no satisfactory method has been 
found to reflect differential power costs in a fuel and 
power surcharge. Shell suggested that power cost 
differentials could be accounted for in the calculation 
of a capacity surcharge by categorizing power costs 


as capacity-related, thereby eliminating the need for 
separate fuel and power surcharges. 


Gulf proposed a capacity surcharge methodology 
which would also eliminate the need for a separate 
power surcharge. 


Trans Mountain indicated that it found the fuel and 
power surcharge methodologies suggested by inter- 
venors to be deficient in that either flows were not 
accurately reflected or certain pipeline characteris- 
tics were disregarded. 


Decision 


One of the goals in establishing tolls is to have 
each hydrocarbon stream pay the costs associ- 
ated with its transportation. Consequently, 
any methodology used to estimate fuel and 
power surcharges should allocate costs on the 
basis of how different streams actually affect 
power costs. Having considered the various 
approaches addressed during the hearing, the 
Board has decided that the incremental cost 
methodology proposed by Trans Mountain is 
the most suitable for estimating the appropri- 

’ ate level of fuel and power surcharge for heavy 
crude oil transported on the system. The Ap- 
plicant uses essentially the same approach in 
forecasting its annual fuel and power costs for 
toll applications. 


The Board notes Imperial’s concern that the in- 
cremental cost methodology proposed by Trans 
Mountain considers batching operations and 
thus reflects more than just the differences in 
properties between light and heavy crude oil. 
While acknowledging this as a possible short- 
coming of Trans Mountain’s methodology, the 
Board nevertheless feels that this methodology 
is the most appropriate, for the reasons given 
by Trans Mountain. 


The Board therefore finds that a 15 percent 
fuel and power surcharge on heavy crude oil, 
as derived by Trans Mountain, is appropriate. 
Trans Mountain is directed to reflect this sur- 
charge in its tolls effective 1 January 1989. 


9.5.2 Fuel and Power Credits for Refined and 
Semi-Refined Products 


Trans Mountain did not apply for fuel and power cre- 
dits for refined and semi-refined products because it 
believed that any differential power costs would be 
small since the physical properties of these products 
are similar to those of light crude oil. During the 
hearing, Trans Mountain indicated that fuel and 


power credits for refined and semi-refined products 
could be calculated using the same incremental cost 
methodology that it had proposed for heavy crude oil. 
Using this methodology, Trans Mountain estimated 
that the power-cost savings for refined and semi- 
refined products would be only $10,000 per year in 
1990, assuming no expansion. It was the Company’s 
position that such savings for refined and semi- 
refined products were too small to warrant a separ- 
ate toll treatment. 


In commenting on the appropriateness of fuel and 
power credits on its system, Trans Mountain con- 
trasted the operation of its pipeline with that of IPL. 
Trans Mountain pointed out that shippers on the 
IPL system transport batches which may extend 
through ten pump stations whereas Trans Mountain 
transports batches which are too small to extend be- 
tween adjacent stations. According to the Applicant, 
the consequence of this is that potential savings for 
low density materials would not be fully realized on 
its system. In Trans Mountain’s view, any power 
cost savings for refined products would be very 
small, even after Petro-Canada begins shipping its 
energy stream. 


Petro-Canada was of the view that, if Trans Moun- 
tain’s batching operations are suppressing the power 
cost savings for refined and semi-refined products, 
the increased volumes of refined products forecast 
for 1990 would overcome those effects. Petro-Cana- 
da advocated that the methodology used by IPL to 
calculate power cost savings credits for NGL and 
refined products transported on its system be ap- 
plied to the Trans Mountain system. ! Based on that 
method, Petro-Canada submitted that shippers of 
refined and semi-refined products on the Trans 
Mountain system should receive a power cost sav- 
ings credit of approximately $196,000 per year. 


Trans Mountain was of the view that the approach 
advocated by Petro-Canada overstated the power 
cost savings. During cross-examination of Petro-Ca- 
nada’s witnesses, Trans Mountain suggested that 
adjustments should be made to Petro-Canada’s cal- 
culation in order to reflect consideration of elevation 
changes along the pipeline and to remove, from the 


1. The IPL methodology was described in the Board’s February 
1984 Reasons for Decision in the matter of a toll application by 
IPL. The methodology takes an average cost approach and 
calculates power cost credits for NGL/refined products based on 
the theoretical ratio of power required to transport 
NGL/refined products versus light crude oil on the IPL system. 
This ratio is applied only to the portion of IPL’s power costs 
related to energy. 
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calculation, costs associated with fixed station loads 
and the transportation of heavy crude oil. The net 
effect of making these adjustments would be to re- 
duce the estimated power cost savings to $58,000. 
Petro-Canada’s witnesses did not dispute any of 
Trans Mountain’s figures but were not certain that 
all of the adjustments suggested by the Applicant 
were reasonable. 


Amoco suggested that the methodology which it pro- 
posed for calculating heavy crude oil power surchar- 
ges could be applied to refined products. That 
method would result in a 0.5 percent fuel and power 
surcharge for refined products, post-Stage 1 expan- 
sion. 


As they did with respect to the heavy crude oil fuel 
and power surcharge, Shell and Gulf suggested that 
power cost differentials be included in the calcula- 
tion of the capacity surcharge. 


Other than Trans Mountain, no party to the hearing 
opposed fuel and power credits for refined and semi- 
refined products. 


Decision 


In principle, the differential in fuel and power 
costs should be reflected in Trans Mountain’s 
tolls. The evidence indicates that fuel and 
power costs on the Trans Mountain system are 
lower for transporting refined and _ semi- 
refined products than for transporting light 
crude oil. Therefore, refined and semi-refined 
products should receive a fuel and power 
credit. 


The incremental cost methodology for fuel and 
power surcharges or credits, as discussed dur- 
ing the hearing, provides the best estimate of 
the actual fuel and power cost differentials as- 
sociated with the transportation of refined and 
semi-refined products on the Trans Mountain 
system. Accordingly, the Board directs Trans 
Mountain to use the incremental cost methodo- 
logy to determine the appropriate level of fuel 
and power credits for refined and semi-refined 
products. 


Trans Mountain is directed to include a fuel 
and power credit for refined and semi-refined 
products in its next toll application. This 
credit is to be expressed as a percentage and is 
to be calculated using the same incremental 
cost approach used by Trans Mountain to 
derive the heavy crude oil fuel and power sur- 
charge. 


32 


9.6 Capacity Surcharges/Credits 


In its RH-1-86 September 1986 Reasons for Decision 
regarding Trans Mountain’s tolls, the Board indi- 
cated that the possible displacement of light crude 
oil by heavy crude oil was a major concern and noted 
that the tolls for heavy crude oil should be equitable 
in the sense of covering their appropriate share of 
transportation costs. At that time, the Board ap- 
proved a 15 percent surcharge on heavy crude oil 
shipments in respect of increased operating costs 
and capacity reduction effects. The Board emphas- 
ized that its decision was designed to cover the shor- 
ter-term operating conditions, then currently pro- 
jected, pending a broader and more comprehensive 
examination of the issue at a future public hearing. 


Trans Mountain applied for a six percent capacity 
surcharge on heavy crude oil, to be effective after the 
Stage 1 facilities are placed in service. 


9.6.1 Necessity for Capacity 
Surcharges/Credits 


Evidence adduced during the proceedings indicated 
that the different hydrocarbons flowing on Trans 
Mountain’s system affect capacity of the pipeline in 
varying manners. The pipeline’s capacity generally 
decreases when light crude oil throughput is dis- 
placed by heavy crude oil volumes. However, if 
lighter hydrocarbons, such as refined products, 
methanol, or MTBE displace light crude oil, then the 
capacity of the pipeline tends to increase. 


In its application, Trans Mountain proposed that a 
six percent surcharge be levied on heavy crude oil 
after the completion of the Stage 1 expansion in 
order to recognize that it is more expensive to supply 
capacity for heavy crude oil than for light crude oil. 
During the hearing, the Company indicated that a 
zero percent capacity surcharge would be just as ap- 
propriate as six percent and that its preference was 
that there be no capacity surcharge on heavy crude 
oil. However, Trans Mountain chose not to amend 
its application to implement a six percent capacity 
surcharge. 


In principle, Trans Mountain did not oppose capacity 
credits for shippers of refined and semi-refined pro- 
ducts on its system. However, the Company felt that 
such credits would not be appropriate since the 
physical characteristics of these products are very 
similar to those of light crude oil and because of 
Trans Mountain’s batching operations. 


Interested parties to the proceedings took a wide 
range of positions regarding the appropriateness of 
capacity surcharges. IPAC, the Airlines, Gulf, 
Northridge, Petro-Canada, Shell, and the APMC 
supported the concept of capacity surcharges and/or 
credits on the Trans Mountain system. Murphy ar- 
gued that, if it were possible to derive a cost-based 
capacity surcharge for heavy crude oil, then it would 
be reasonable to impose such a surcharge. Amoco 
and Imperial did not believe that capacity surchar- 
ges or credits would be appropriate. Husky thought 
that the Board should defer any final decision re- 
garding the appropriateness of capacity surcharges 
on the Trans Mountain system pending further 
study. 


Decision 


The evidence shows that the characteristics of 
different hydrocarbons affect capacity of Trans 
Mountain’s pipeline in different ways. The 
Board notes that the varying effects on capac- 
ity may have cost implications for the pipeline. 
The Board, therefore, finds that the toll design 
for Trans Mountain should reflect the impact 
of different hydrocarbons on capacity-related 
costs of the Trans Mountain system. 


9.6.2 Methodologies for Determining Capacity 
Surcharges/Credits 


There was much discussion during the hearing re- 
garding methodologies that might be used to deter- 
mine the appropriate levels of capacity surchar- 
ges/credits for the various hydrocarbon streams 
transported on the Trans Mountain system. The 
various methodologies proposed for capacity surchar- 
ges for heavy crude oil would result in surcharges 
ranging from 6 to 138 percent after the commission- 
ing of Stage 1 facilities. 


In its application, Trans Mountain proposed that cal- 
culation of a capacity surcharge for heavy crude oil 
be based on the concept of an alternate pipeline. 
Using this approach, Trans Mountain concluded that 
a six percent heavy crude oil capacity surcharge 
would be appropriate after the Stage 1 expansion. 
That level of capacity surcharge was derived from 
the ratio of capital costs for two notional pipelines: 


(i) one designed to transport 30 000 m°/d of light 
crude oil; and 


(ii) the other designed to transport 30 000 m°/d of 
heavy crude oil. 


Trans Mountain’s approach in deriving the capital 
costs of the notional pipelines assumed optimal con- 
figurations for tankage, receiving, and delivery fa- 
cilities for each hydrocarbon stream. However, it re- 
stricted the diameter of the notional pipelines to that 
of the existing facilities. The 30 000 m°/day chosen 
as the capacity of the notional pipelines is the post- 
Stage 2 capacity of the Trans Mountain system and 
represents the maximum economic capacity for 
heavy crude oil that can be transported with reason- 
able economic efficiency. 


A sensitivity study provided by Trans Mountain indi- 
cated that surcharges calculated using its proposed 
methodology depend on the number of streams as- 
sumed to flow and the capacity assumed for the no- 
tional pipelines. 


In arriving at the proposed six percent heavy crude 
oil capacity surcharge, Trans Mountain assumed 
that tankage for the notional all-light and all-heavy 
crude oil pipelines would be required to accommo- 
date 11 streams of light crude oil and two streams of 
heavy crude oil respectively, these being the number 
of streams presently transported on its system. 
When questioned whether it would be more appro- 
priate to exclude the cost of tankage from the sur- 
charge calculation, Trans Mountain’s toll design wit- 
nesses indicated that to do so would fail to recognize 
the number of streams handled by the pipeline. 


Trans Mountain’s toll design witnesses indicated 
that the six percent heavy crude oil capacity sur- 
charge determined by its proposed method was in- 
tended to remain in place for an extended period of 
time and that it should remain constant unless mar- 
ket conditions changed or the configuration of the 
Trans Mountain system changed. 


Trans Mountain suggested that, if the Board were to 
require that a heavy crude oil capacity surcharge be 
implemented prior to the proposed facilities expan- 
sion, Trans Mountain should be requested to com- 
pute the appropriate level of surcharge using its al- 
ternate pipeline methodology but based on the exist- 
ing pipeline configuration and capacity. 


Trans Mountain indicated that application of the al- 
ternate pipeline approach to refined and semi- 
refined products showed that essentially the same 
facilities are required to transport those products as 
are required for light crude oil. Trans Mountain con- 
cluded that a zero percent capacity credit would be 
appropriate for refined and semi-refined products. 
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Imperial, Murphy, and BP Resources indicated that, 
if there must be capacity surcharges/credits, then 
they would advocate using Trans Mountain’s metho- 
dology. 


Evidence showed that, if Trans Mountain’s proposed 
methodology were modified to consider optimally de- 
signed pipelines (i.e. with respect to pipe diameters), 
then a heavy crude oil capacity surcharge of 13.5 
percent would result, based on a capacity of 30 000 
m°/d for the notional pipelines. Trans Mountain re- 
jected such a modification arguing that it would be 
an overly hypothetical exercise which ignores the 
existing situation. Trans Mountain was of the view 
that surcharge results become less reliable the more 
one moves away from the existing system by using 
hypothetical facilities. 


Another approach to determining capacity surchar- 
ges/credits, referred to as Methodology 1, was advo- 
cated by Shell and the APMC. This methodology, de- 
scribed in Appendix IV of the Board’s IPL Decision, 
compares the capacity of the pipeline with only light 
crude oil flowing, to the capacity with only heavy 
crude oil flowing. The difference between the all- 
light and the all-heavy crude oil capacities is then 
divided by the heavy crude oil capacity in order to at- 
tribute the change in pipeline capacity to heavy 
crude oil. The surcharge level is then determined by 
multiplying the capacity factor by the percentage of 
the revenue requirement which is capacity-related. 
Shell believed that, if Methodology 1 were used to es- 
timate surcharge/credits on the Trans Mountain sys- 
tem, then there would be no need for fuel and power 
surcharges or credits. 


Amoco suggested a methodology similar to Methodo- 
logy 1 but using light crude oil capacity instead of 
heavy crude oil capacity as the denominator of the 
capacity factor. As well, Amoco, in estimating how 
much of Trans Mountain’s revenue requirement is 
capacity-related, categorized only the facility-related 
portion of the revenue requirement as capacity costs. 


Both Methodology 1 and Amoco’s approach require 
that a determination be made of the percentage of 
Trans Mountain’s revenue requirement that is ca- 
pacity-related. The Applicant and a number of inter- 
ested parties noted that such a determination is sub- 
ject to considerable judgement and that any result- 
ing surcharge would be volatile, varying with 
changes in facilities. 


The Applicant was asked if its alternate pipeline 
methodology could be modified so that the surcharge 
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level would be derived by applying the percentage 
difference in capital costs of alternate pipelines to 
that proportion of Trans Mountain’s revenue re- 
quirement which is capacity-related. Trans Moun- 
tain’s witnesses indicated that such a modification 
would be inconsistent with Trans Mountain’s ap- 
proach and that it would imply a level of precision 
which does not exist. However, Trans Mountain in- 
dicated that, if required to derive an estimate of ca- 
pacity related costs in this manner it would base the 
modification on the premise that non-capacity costs 
would include those facilities that are essential just 
to move one cubic metre of oil. 


Gulf proposed an approach which is a variation of 
Methodology 1 but which does not require the com- 
ponents of the revenue requirement to be classified 
as capacity and non-capacity related. Gulf's method 
suggests that the level of a pipeline’s tolls is con- 
strained by capacity and that there is a different 
minimum unit cost which can be achieved when 
transporting each type of throughput at capacity. 
The methodology determines surcharges on the basis 
of the ratio of the unit throughput charges which 
would occur if each throughput type flowed at capac- 
ity. According to Gulf, its methodology would not re- 
quire a separate fuel and power surcharge. 


Trans Mountain indicated that it rejected all metho- 
dologies suggested by other parties because the 
premises used were wrong. More specifically, Trans 
Mountain indicated that the other approaches dis- 
cussed do not reflect the number of streams trans- 
ported by Trans Mountain and assume that the pipe- 
line’s capital costs vary in proportion to either sus- 
tainable capacity or throughput differences. As well, 
Trans Mountain noted that most other approaches 
involve a certain amount of arbitrariness in that the 
components of the revenue requirement must be 
categorized as capacity or non-capacity related. 


IPAC, Husky, Murphy, Northridge, Saskatchewan 
Oil and Gas Corporation, and the APMC were of the 
view that the Board should not make any final deci- 
sions at this time regarding methodologies for deter- 
mining capacity surcharges/credits on the Trans 
Mountain system. Those parties advocated postpon- 
ing any decision until after consideration of the IPL 


1. IPL’s approach considered facilities or costs to be 


capacity-related if they vary when design capacities are 
maintained while varying the mix of crude oil types with the 
total number of cubic metres held constant (RH-4-86, Exhibit 
B-13a). Under that approach, all of IPL’s terminalling costs 
would be classified as non-capacity related. 


study, a further study by Trans Mountain, and/or a 
generic hearing. 


Decision 


Of the methodologies addressed during these 
proceedings, the Board finds that the Appli- 
cant’s approach has the most merit in that it 
directly addresses the costs associated with 
transporting different types of hydrocarbons. 
However, the Board is of the view that Trans 
Mountain’s approach has two shortcomings: 


(i) the capital cost estimates generated by 
' Trans Mountain for the alternate pipe- 
lines included receipt, delivery, and tank- 
. age facilities. As a result, application of 
the methodology results in capacity sur- 
charges/credits which depend on factors 
(i.e. segregation of streams) other than 
those which directly affect capacity costs; 

and 


(ii) the methodology applies the differential 
percentage determined by comparing 
capital costs of alternate pipelines to the 
system’s entire light crude oil toll, which 
includes components not related to capac- 
ity. 


The Board believes that Trans Mountain’s pro- 
posed approach should be modified to remove 
the above-noted shortcomings. Accordingly, 
the Board directs that capacity surcharges/cre- 
dits for hydrocarbons transported on the Trans 
Mountain system be determined in the follow- 
ing manner: 


(1) by removing, from the estimated capital 
cost of the notional pipelines, all costs re- 
lated to receipt, delivery, and tankage fa- 
cilities; 


(2) by determining, using the light crude oil 
notional pipeline as the base, the percent- 
age difference in the adjusted capital 
costs of the notional pipelines as deter- 
mined by step (1); 


(3) by determining the percentage of the 
total revenue requirement which is ca- 
pacity-related; and 


(4) by multiplying the percentages in steps 
(2) and (3) above to derive the capacity 
surcharge/credit to be applied to the light 
crude oil toll. 


With respect to step (3) above, the Board sug- 
gests that the most appropriate methodology 


for determining the capacity-related portion of 


Trans Mountain’s revenue requirement is the 
one suggested by IPL in Exhibit B-28 in its last 
toll proceeding (RH-4-86). However, the Board 
believes that that approach should be modified 
to classify fuel and power costs as non-capacity 
related. 


The Board has used this modified approach in 
step (3) and has estimated a capacity sur- 
charge of about five percent for heavy crude 
oil based on Trans Mountain’s projected 1990 
revenue requirement and a capacity of 30 000 
m°/d for both the heavy and light crude oil no- 
tional pipelines. Appendix III of these Reasons 
for Decision illustrates the calculation of that 
surcharge. As discussed in Section 9.6.3 of this 
decision, Trans Mountain is to include a five 
percent heavy crude oil capacity surcharge in 
its tolls effective 1 January 1989. 


With respect to refined and semi-refined pro- 
ducts, the Board notes that Trans Mountain’s 
evidence indicated that a notional pipeline 
transporting these products would require one 
less pumping unit than a notional pipeline 
transporting only light crude oil. Although the 
modified alternative pipeline approach would 
imply that there should be a capacity credit for 
refined and semi-refined products, the Board 
notes that the difference in the capital costs of 
the two notional pipelines would be small and 
not within the margin of error of the methodo- 
logy. The Board, therefore, finds that a zero 
percent capacity credit is appropriate at this 
time for refined and semi-refined products. 


The Board is concerned that, in respect of 
determining the capacity-related portion of the 
revenue requirement, application of the modi- 
fied approach to Trans Mountain’s test-year 
revenue requirements could result in capacity 
surcharges or credits which might fluctuate 
significantly from year to year. For example, 
because Trans Mountain’s revenue require- 
ment reflects the Company’s largely depreci- 
ated rate base, a relatively minor capital addi- 
tion to either the capacity or non-capacity-re- 
lated component might lead to a significant 
variation in the percentage of the Company’s 
revenue requirement which is capacity-re- 
lated. 


. In its IPL decision, the Board directed IPL to submit, by 30 


June 1988, a study addressing possible toll methodologies to 


allocate the capacity-related portion of its revenue requirement 


to the various streams transported. 
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The Board notes that intervenors shared simi- 
lar concerns and invites Trans Mountain and 
other parties to the next toll proceeding to sug- 
gest methods of alleviating this problem. One 
solution might be to derive a deemed revenue 
requirement based on the estimated capital 
cost of the light crude oil notional pipeline, 
and to determine the percentage of capacity- 
related costs using that revenue requirement. 


The Board notes that several intervenors advo- 
cated that no decision regarding a capacity 
surcharge/credit methodology for Trans Moun- 
tain should be made before review of the IPL 
study regarding capacity surcharge methodo- 
logies, which is to be filed with the Board by 30 
June 1988. As discussed in section 9.6.3 of this 
decision, the Board feels that implementation 
of capacity surcharges and credits on the 
Trans Mountain system should not be delayed. 
Nonetheless, Trans Mountain is directed to 
examine the results of the IPL study and to 
comment, in its next toll application, on 
whether the capacity surcharge/credit metho- 
dology approved by these Reasons for Decision 
should be modified. 


9.6.3 Timing for Implementation of Capacity 
Surcharges/Credits 


Trans Mountain proposed that the heavy crude oil 
capacity surcharge be effective after the completion 
of the Stage 1 expansion and indicated that most 
likely it would be implemented 1 January 1990. 
During the hearing, Trans Mountain explained that 
it proposed to delay implementation of the heavy 
crude oil capacity surcharge until after the expan- 
sion because, presently, the level of service provided 
to heavy and light crude oil shippers is not equal. 
Trans Mountain indicated that heavy crude oil ship- 
pers effectively are allocated space on a dispropor- 
tionate basis since they are voluntarily restraining 
their throughput nominations, thereby obviating any 
need for apportionment. The Applicant also sug- 
gested that its alternate pipeline methodology shows 
that, prior to expansion, there is no incremental cost 
to provide capacity to heavy crude oil since the meth- 
odology would result in a capacity surcharge which 
is directionally zero prior to the completion of 
Stage 1. 


Imperial, Murphy, and Shell were also of the view 
that a heavy crude oil capacity surcharge, if required 
by the Board, should not be implemented until after 
Stage 1 expansion is completed. 
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The Airlines, Gulf, Petro-Canada, and the APMC ad- 
vocated that capacity surcharges/credits be put in 
place prior to completion of the Stage 1 facilities, al- 
though Petro-Canada and the APMC proposed that 
the surcharges be pro tem’and that the issue be fur- 
ther reviewed. 

Decision 


Trans Mountain’s submission that heavy crude 
oil shippers are voluntarily restricting their 
nominations is not sufficient reason to delay 
the implementation of a heavy crude oil capac- 
ity surcharge. The Board notes that there are 
no requirements that shippers restrict their 
nominations and, therefore, no guarantees that 
apportionment will not occur prior to the com- 
pletion of the Stage 1 expansion. 


There should be no undue delay in implement- 
ing a heavy crude oil capacity surcharge on the 
Trans Mountain system. However, because the 
1988 tolls are already in effect, the Board be- 
lieves that it would not be appropriate to in- 
corporate the heavy crude oil capacity sur- 
charge in Trans Mountain’s tolls until after the 
1988 test year. The Board, therefore, directs 
Trans Mountain to include in its tolls, effective 
1 January 1989, a five percent capacity sur- 
charge on heavy crude oil. 


9.7 Miscellaneous Toll Design Matters 


9.7.1 Number of Hydrocarbon Streams to be 
Differentiated in Trans Mountain's Tolls 


Petro-Canada took the position that hydrocarbon 
streams should be grouped according to their flow 
characteristics and that separate tolls should apply 
to each class of hydrocarbon stream in order to re- 
flect the impact of those characteristics upon system 
capacity and operation costs. Petro-Canada sug- 
gested, accordingly, that the number of streams dif- 
ferentiated by Trans Mountain’s toll design should 
be expanded to recognize the Shell and Petro-Cana- 
da energy streams as being distinct from other 
refined product streams. (Presently, the Shell and 
Petro-Canada streams pay the light crude oil toll 
and, in addition, pay a surcharge for special fa- 
cilities.) 


IPAC agreed with Petro-Canada that the Shell and 
Petro-Canada energy streams should be treated as 
distinct classes for toll purposes. 


Trans Mountain indicated that it could break out the 
Shell and Petro-Canada energy streams for toll pur- 
poses. However, the Applicant was of the view that 
the need for additional classes of hydrocarbon 
streams had not been demonstrated and questioned 
whether it would be productive to create them. 


Decision 


The Board is not persuaded that there is a 
need to increase the number of classes of hy- 
drocarbon streams recognized by Trans Moun- 
tain’s tariff at this time. 


} 


9.7.2 Westridge Loading Charge 


In final argument, the Airlines noted that the West- 
ridge loading charge of 25.1 cents per cubic metre 
had not been examined for some time. Consequent- 
ly, the Airlines suggested that this charge should be 
reviewed at the next Trans Mountain toll proceed- 
ing. 


Decision 


The Board notes the Airlines suggestion. 


37 


Chapter 10 
Disposition 


The foregoing chapters, together with Orders No. 
XO-1-88 and TO-4-88, constitute our Reasons for De- 
cision and our Decision on this matter. 


ee ee 


R. Priddle 
Presiding Member 


W.G. Stewart 
Member 


A.B. Gilmour 
Member 


Ottawa, Canada 
July 1988 
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ORDER NO. XO-1-88 


IN THE MATTER OF the National Energy Board 
Act and the Regulations made thereunder; and 


f 

IN THE MATTER OF an application, pursuant to 
Section 49 of the National Energy Board Act (the 
Act), by Trans Mountain Pipe Line Company Ltd. 
(Trans Mountain), dated 21 September 1987, for 
exemption from the provisions of certain sections of 
the Act for facilities to be added to its pipeline sys- 
tem, filed with the Board under File No. 1755-T4-25. 


BEFORE 


R. Priddle 
Presiding Member 


W.G. Stewart 
Member 


on the 
18th day of July 1988 


A.B. Gilmour 
Member 


WHEREAS, by application dated 21 September 
1987, Trans Mountain applied to the Board for, inter 
alia, certain Orders under Part III of the Act; 


AND WHEREAS the Board heard evidence and sub- 
missions of Trans Mountain and all intervenors, 
with respect to the application, at a public hearing 
held pursuant to Order OH-1-87, as amended; 


AND WHEREAS Trans Mountain has demonstrated 
that the proposed Stage 1 pumping, tankage and 
pipeline facilities are required to transport crude oil 
and refined products in its system; 


AND WHEREAS the Board has found that the pro- 
posed Stage 1 facilities are in the public interest; 


IT IS ORDERED THAT pursuant to section 49 of the 
Act, the Stage 1 facilities described in Schedule "A" 
attached to and forming part of this Order, are 
exempt from the provisions of paragraph 26(1)(a), 


Appendix I 


subsection 26(2) and section 27 of the Act upon the 
following conditions: 


1. Prior to commencement of construction, Trans 
Mountain shall: 


(i) submit for Board approval the final design 
and configuration of the pipeline facilities 
where such differ from those submitted in 
the application, and 


(ii) provide the Board with a detailed construc- 
tion schedule or schedules identifying major 
construction activities; 


2. Prior to commencement of construction of the 
three domed storage tanks at Burnaby Termi- 
nal, Trans Mountain shall provide the Board 
with: 


(i) design drawings and specifications for the 
tanks, containment dikes and vapour- 
recovery systems, and 


Gii) a site-specific quantitative analysis demon- 
strating that the tanks will conform with 
the seismic design criteria of the latest edi- 
tion of the API Standard 650 Welded Steel 
Tanks for Oil Storage; 


3. Trans Mountain shall cause the construction 
and installation of the Stage 1 facilities de- 
scribed in Schedule "A" to be commenced before 
31 December 1989; 


4. During construction, Trans Mountain shall file: 


Gi) monthly construction cost reports providing 
a breakdown, by location and facility, of 
costs incurred during that month, the per- 
centage completion of each activity and an 
update of projected costs to complete the 
project, 


(ii) monthly construction progress reports, and 
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(iii) updated construction schedules, if any sig- 
nificant changes to the schedules provided 
pursuant to subsection 1(ii) occur; 


During the construction of the three storage 
tanks at Burnaby, Trans Mountain shall file, 
twice each month, reports detailing the ob- 
served concentrations of suspended solids in 
any waters discharged from the terminal 
property. Should those observed concentrations 
exceed the range of 10-20 parts per million, 
Trans Mountain shall also provide a description 
of the mitigative measures used to reduce the 
level of suspended solids, including observa- 
tions on the effectiveness of those measures; 


Trans Mountain shall submit, by 31 October 
1988, to the Board and all interested parties 
pursuant to AO-1-OH-1-87, a contingency plan- 
ning manual which includes Trans Mountain’s 
plans and procedures for dealing with major 
emergencies at the Burnaby and Westridge ter- 
minals; 


Prior to applying for leave to open the three 
new storage tanks at Burnaby, Trans Mountain 
shall submit: 


(i) a report detailing its final procedures for 
the disposal of waste scrubbing liquors and 
sludges, and 


(ii) a report outlining the air-monitoring pro- 
gram which is to be funded by Trans Moun- 
tain and carried out by a separate party; 


Trans Mountain shall, to the fullest extent 
possible, schedule operations at the Burnaby 
Terminal so that the most odorous crude oils 
are stored only in those storage tanks equipped 
with vapour-recovery systems; 


During the operation of the three new storage 
tanks at Burnaby, Trans Mountain shall, un- 
less otherwise directed by the Board, submit 
twice each year: 


(i) a report summarizing the results of its air- 
monitoring program, including information 
on H2S and mercaptan levels for both the 
Burnaby and Westridge Terminals, and 


TO: 


(ii) a report summarizing the results of noise 
level monitoring at the Burnaby Terminal. 
The monitoring should be carried out in ac- 
cordance with the requirements of CSA 
Standard Z107.53-M1982 Procedure for 
Performing a Survey of Sound Due to In- 
dustrial, Institutional, or Commercial Acti- 
vities; and 


G) Trans Mountain shall file with the Board a 
post-construction environmental report 
within six months of the date that the 
Board grants leave to open the last of the 
Stage 1 facilities, 


Gi) The post-construction environmental report 
referred to in subsection 10(i) shall set out 
the environmental issues that have arisen 
up to the date on which the report is filed 
and shall: 


(a) indicate the issues resolved and those 
unresolved, and 


(b) describe the measures Trans Mountain 
proposes to take in respect of the unre- 
solved issues, and 


(iii) Trans Mountain shall file with the Board, 
on or before the 31 December that follows 
each of the first two complete growing sea- 
sons after the post-construction environ- 
mental report referred to in subsection 10(i) 
is filed: 


(a) a list of the environmental issues indi- 
cated as unresolved in the report referred to 
in subsection 10(i) and any that have arisen 
since the report was filed, and 


(b) a description of the measures Trans 
Mountain proposes to take in respect of any 


unresolved environmental issues. 


NATIONAL ENERGY BOARD 


J.S. Klenavic 
Secretary 


Attachment: Schedule "Ae 


SCHEDULE "A" 


TRANS MOUNTAIN SECTION 49 APPLICATION 


STAGE 1 FACILITIES 


Add one 1 120 kW pump unit and replace three pumps, Edmonton 


Two 31 700 m? tanks, Edmonton 


Booster pumps, feeder lines, metering legs and manifolding, Edmonton 


Add one 1 120 kW pump unit and replace two pumps, Gainford 
New pump station with three 1 120 kW units, Niton 

Replace three pumps, Edson 

Add one diesel unit, Jasper 

‘New pump station with three 1 120 kW units, Albreda 

New residence, Blue River 


Add one 1 120 kW pump unit, replace one pump and convert station 
to remote control, Darfield 


Replace one 1 120 kW motor with 1 500 kW motor and 
replace one pump, Kamloops 


Add one 1500 kW pump unit and replace two pumps, Sumas 
Three 23 700 m® tanks with vapour recovery systems, Burnaby 
Manifold connections, Burnaby 


TOTAL 


Estimated 
Expenditure 
$ 1,609,000 
12,201,400 
3,939,700 
518,100 
5,428,600 
562,900 
2,725,200 
6,297,000 
179,200 


4,778,700 


719,600 


1,372,500 
16,062,200 


508,400 
$ 56,902,500 
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Appendix II 


ORDER NO. TO-4-88 


IN THE MATTER OF the National Energy Board 
Act (the Act) and the Regulations made thereunder; 
and 


; 


IN THE MATTER OF an application by Trans 
Mountain Pipe Line Company Ltd. (Trans Mountain) 
dated 21 September 1987 for certain Orders under 
Part IV of the Act, filed with the Board under File 
No. 1755-T4-25. 


BEFORE 


R. Priddle 
Presiding Member 


W.G. Stewart 
Member 


on the 
18th day of July 1988 


A.B. Gilmour 
Member 


WHEREAS, by application dated 21 September 
1987, Trans Mountain applied to the Board for, inter 
alia, certain Orders under Part IV of the Act; 


AND WHEREAS the Board heard evidence and sub- 
missions of Trans Mountain and all intervenors, 
with respect to the application, at a public hearing 
held pursuant to Order OH-1-87, as amended; 


AND WHEREAS the Board’s decisions on the Part 
IV matters are set out in its Reasons for Decision 
dated July 1988 and in this Order; 


IT IS ORDERED THAT: 


de 


Trans Mountain shall: 


(a) 


(b) 


(c) 


modify its currently approved toll design to 
conform with the decisions outlined in the 
OH-1-87 Reasons for Decision dated July 
1988, 


for accounting, toll-making, and tariff pur- 
poses, implement procedures conforming 
with the Board’s decision outlined in the 
OH-1-87 Reasons for Decision dated July 
1988, and 


in its toll application for the 1989 test year, 
file new tolls to be effective 1 January 1989 
which are in conformity with the toll design 
decisions referred to in paragraph 1(a); and 


Those provisions of Trans Mountain’s tariff and 
tolls or any portion thereof that are contrary to 
the OH-1-87 Reasons for Decision or this Order 
are disallowed after 31 December 1988. 


NATIONAL ENERGY BOARD 


J.S. Klenavic 
Secretary 
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Appendix III 


Nlustration of Methodologies for Determining 
Capacity Surcharges/Credits 


This appendix illustrates the notional pipeline ap- 
proach suggested by Trans Mountain (Table 1) and 
the modified notional pipeline approach adopted by 
the Board for Trans Mountain (Table 2). In both 
cases, a capacity surcharge is calculated for heavy 
crude oil. 
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TABLE 1 


ILLUSTRATION OF TRANS MOUNTAIN’S NOTIONAL PIPELINE APPROACH TO 
THE CALCULATION OF THE HEAVY CRUDE OIL CAPACITY SURCHARGE 


COST ITEM 


10. 


arate 


12. 


Easement Costs 

Pipeline Construction 

a) Material 

b) Construction 

c) Administration, 
Engineering, 
Overhead 


Tank Farm, Edmonton 


Meter Installation, 
Edmonton 


Booster Pumps and 
Distribution Manifold, 
Edmonton 


Land Costs and Site 
Development, Edmonton 


Tank Farm, Burnaby 


Meter Installation, 
Burnaby 


Booster Pump and 
Manifold, Burnaby 


Land Costs and Site 
Development, Burnaby 


Station Costs 


Administration and 
Maintenance Costs 


Total Estimated Cost 


HEAVY CRUDE OIL 
2 STREAMS 
$(000) 


30,230 


211,987 


369,985 


110,798 


17,450 


2,500 


2,250 


12,800 
25,200 


2,750 


2,250 


20,000 
79,600 


5,600 
$893,400 


Capacity Surcharge = $893,400 - $842,255 x 100 = 6.1% 


$842,255 


LIGHT CRUDE OIL 
11 STREAMS 
$(000) 


30,230 


208,212 


353,456 


108,102 


32,080 


4,250 


3,500 


18,800 
22,575 


2,800 


1,700 


20,000 
30,950 


5,600 
$842,255 


(From Exhibit B-1, p. 7-20) 


TABLE 2 


ILLUSTRATION OF NEB MODIFIED NOTIONAL PIPELINE APPROACH TO 
THE CALCULATION OF THE HEAVY CRUDE OIL CAPACITY SURCHARGE 


Step 1 
Estimate the capital cost of the notional pipelines, with all costs related to receipt, delivery, and tankage 
facilities removed. 


HEAVY CRUDE OIL LIGHT CRUDE OIL 
2 STREAMS 11STREAMS 
COST ITEM $(000) $(000) 
1. Easement Costs 30,230 30,230 
2. Pipeline Construction 
a) Material 211,987 208,212 
b) Construction 369,985 353,456 
c) Administration, 
Engineering, 
Overhead 110,798 108,102 
3. Station Costs 79,600 30,950 
4. Administration and 
Maintenance Costs 5,600 5,600 
Total Estimated Cost $808,200 $736,550 


Step 2 
Using the light crude oil notional pipeline as the base, determine the percentage difference in the adjusted 
capital costs of the notional pipelines. 


$808,200 - $736,550 x 100= 9.7% 
$736,550 
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Step 3 

Determine the capacity-related portion of the revenue requirement and express it as a percentage of the 
total revenue requirement. (Note: Revenue requirement figures ($millions) used are from Exhibit B-8, 
page 41-5, Approach 1, Do Nothing Case.) 


a. Capacity-related revenue requirement 33.0 
b. Less fuel and power (3,2) 
c. Capacity-related revenue requirement 

with fuel and power removed 30.1 
d. Total revenue requirement 59.6 
e. Capacity-related revenue requirement, 

with fuel and power removed, 

as a percentage of total revenue 

requirement = (30.1/ 59.6) x 100 = 50.5% 
Step 4 


Multiply the percentages determined in steps (2) and (3) to determine heavy crude oil capacity 
surcharge: 9.7% x 50.5% = 4.9% 
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